ft t 


^ gainess Newspaper hap^/wwwn.com 

■ Millennium bomb 
Sleuths hunt down 
the embedded bugs 

WORLD NEWS 


Germany's Rexrodt 
foresees better 
prospects for jobs 

German economics minister 
GOrrter Rexrodt forecast that 
unemployment would faH faster 
than previously expected this 
year and predicted economic 
growth averaging a real 2.5 per 
cent a year to 2002. Page 14; 
Balance of payments, Page 3 

Extremist party loses support 
Backing for One Nation, the 
Australian populist party led by 
Pauline Hanson, appears to be 
faltering, with a national poll 
showing support had teBen to its 
lowest level since June. Page 14 

Kosovo refugees surrouided 

Thousands of ethnic Albanian 
refugees who fled their ruined 
villages are trapped in a smaB 
pocket of land In the west of the 
province of Kosovo, surrounded 
by Serbian government forces. 
Page 3 

Lisboa dockers strike 
Usbon dock waiters began a 
four-day strike in protest at legis- 
lation that allows ships' crews to 
perform some loading and 
unloading operations. 

Frank notes may be authentic 

Authorities on Arms Frank said it 
was possible that a man who 
dams to possess diary rates 
written by the Jewish teenager 
was telling the truth and that the 
extra pages were authentic. 

Burma mffltary meets opposition 

Senior leaders of Burma's m Bi- 
tary government and the pro-de- 
mocracy opposition met for the 
first time In more than a year. 

Page 3; AM from Chkia, Page 6 

Jews barred from West Bank tend) 
Palestinian police barred Jewish 
worshippers from entering the 
traditional tomb of Joseph In the 
West Bank city of Nablus. 

Congo loyalists head for front 
Truckloads of government loyd- 
ists, accompanied by tanks, 
healed towards the Democratic 
Republic of the Congo's western 
battle front Mffltary aid. Page 6 

Whalers fall to meet quota 
Norway's whalers ended this 
year’s hunting season with a kill 
of 624, short of the quota of 671 
allowed by the government. 

Greece rafts foT Cyprus dialogue 
Greece said a dialogue aimed at 
reducing arms on the divided 
Island of Cyprus could postpone 
the deployment of Russian mis- 
siles by the Cypriot government 

Amman embassy receives warning 
Guards sealed off the US 
embassy in Amman after It 
received a telephoned warning. 
Abrigtit in Nairobi, Page 6 

Progress on Job creation 

British and Spain are moving 
ahead with a joint initiative to 
explore job-creating policies. 

Pag* 3 

Patterns threa ten e d fay 2000 bomb 
British hospital patients coufd die 
because of slippage In the 
government's drive to tackle the 
millennium computer bomb, a 
House of Commons committee 
will report today. Page 8 

Contact looses pioneer das 

Czech Professor Otto Wichterte, 
widely regarded as the tether of 
modem contact lenses, died 
aged 84. 

Animals on the run 
Monkeys, kangaroos, emus, a 

Vietnamese pig and a wallaby 
were on the run in the Swiss 
countryside after a fire at their 
zoo near EvRxinaz. 
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German elections 
Thinking differently 
in ‘alliance for jobs’ 
Page 3 


Markets shrug off 
corrections with 
substantial gains 

World markets rebounded from 
recent corrections as Investors 
shrugged off Russia’s effective 
devaluation and President Clin- 
ton’s admissions. The Dow 
Jones industrial average had 
gained 124.61, or 1.5 percent, 
by early afternoon, and London’s 
FTSE 100 index had its bast one 
day points rise, gaining 181 to 
5,64&2. Most European bourses 
were 3 per cent ahead. Lex, 
Page 14; WorM stocks, Page 
1 34; London stocks, 30 

Gin Specialty fihefrikaJ* of ' 

Switzerland is considering the 
sale of its performance polymers 
operation, its second biggest 
business, after a 70 per cent tell 
In the division's first-half operat- 
ing income. Page 15 

Swedish Industrialist Percy 
Bamevik, chairman of the ABB 
engineering group and the Wal- 
lenberg holding vehicle Investor, 
has acquired 500,000 B shares 
of SKF, the bearings group, In 
the past two days, investing 
SKr70m ($8.5m) to become its 
largest shareholder. Page 15 

BertB tam a u n, the media group, 
said sales and profits stagnated 
in Hs 1997/98 business year, 
partly due to problems in its 
book dub and music businesses. 
Pag* 15 

ApoBo Groop, the US provider of 
distance education, announced a 
joint venture with Hughes Net- 
work Systems to deliver training, 
and education courses to multi- 
national companies via satellite, 
it is part of a planned expansion 
into Europe. Page 19 

Ontario's Securities Commission 
postponed indefinitely Its hear- 
ings into the finances of YBM 
Magnex International, the indus- 
trial magnet maker, raising the 
possibfflty its shares may never 
trade again in Canada. Page 4 

KPM6 Peat Marwick, the 

professional services firm, plans 
to sell up to 30 per cent of its 
consultancy business, either to a 
private investor or through an ini- 
tial public offering. The move fol- 
lows the failure of merger talks 
with Ernst & Young. Page 19 

Japan said seven of Hs 10 
regions were in a slump, showing 
the scope of recession, as the 
government announced the cre- 
ation of an Economic Strategy 
Council to advise prime minister 
Keizo Obuchi. Page 6 

Robert Walters, the City of 
London recruitment agency, has 
accepted an aR-paper takeover 
bid from StaffMark of the US, 
valuing the UK group at about 
£96m ($1 58m). Page 20 

FedwaHNogal, the acquisitive 
parts company, said it was buy- 
ing the automotive (flvtslon of 
Houston's Cooper Industries for 
S1.9bn In cash. Page 15 

Caasria’a merchandise trade 
surplus rose by 16 per cent in 
June, aided by a drop in car part 
imports as a result of the strikes 
at General Motors in the US. The 
Canadian trade balance of 
CS1.5bn (US$1 bn) .up C$21 3m 
from May, marked the second 
monthly increase. Page 4 

World Equity Markets 

If* lafeat trends tod date from more 

than 50 rational marfcab tea gtanoe 
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Clinton seen 

to weather 
fallout from 
confession 

Admission of inappropriate relationship 
‘may lead to an impeachment hearing' 


By Marie Sazman in Washington 

President Bill Ctorton appeared 
yesterday to bays weathered the 
initial political feflout from bis 
t frff t he Mh an “inap- 
propriate" relationship with Mon- 
ica Lewinsky, a former White 
House totem. 

Bat leading Republicans «id 
the scandal could trigger 
impeachment NgaHng w if it Is 
rrmnrfi tpfl thafr M r flHnfnn com- 
mitted perjury ln denying under 
oath last January that he hart a 
aarnnt relationship with her. 

Newt Gingrich, speaker of the 
House of Representatives, said It 
was “premature" to speculate 
about the longer-term impact of 
Mr Clinton's admission. 1 think 
everyone would be best served if 
they would waitfor Judge Starr's 
report to find out what the facts 
are," he said. “Once we get It 
done I think that Henry Hyde 
[chairman of the House Judiciary 
co m mit t ee, which would oversee 
any impeachment hearings] win 
do his job.” 

Following Mr Clinton’s 
national television address on 
Monday night In which he 
acknowledged a relationship that 
was “not appropriate” with Ms 
Lewinsky, polls showed his per- 
sonal approval ratings imd been 
damaged. But a majority of the 
US public continued to approve 
of his perfor mance as president. 

Mr Clinton bad previously 
insisted in both sworn testimony 
and public statements that he 
had not had any improper rela- 
tionship with Ms Lewinsky. 

According to a CNN survey 
conducted after the confession, 
the prop o rtion of the public who 
held a favourable perception of 
Mr Clinton plummeted from 66 
: per cent to 40 per cant, but his 
approval rating as president 
remained steady at 62 per cent 

The poll indicated that a majar- 
> ity were satisfied with Mr Clin- 


ton's explanation and 69 per cent 
(goosed his resignation or any 
move t(> tra pearfi Mtn. . 

Several conservative Republi- 
cans said Mr dmton's admission 
was already sufficient grounds 
fen his resignation. 

A1 Gore, vice-president, who is 
an vacation in Hawaii, offered 
support for Mr Clinton: “I am 
proud of him - not only because 
he is a friend - but because he is 
a person who has had the cour- 
age to acknowledge mistakes.” 

Other Democratic leaden said 
they accepted Mr Clinton’s 
admission of wrongdoing, hot 
many criticised his actions. Rich- 
ard Gephardt, the House Demo- 
cratic leader and a likely con- 
temier with Mr Gore for the 2000 
presidential nntwingrtgn , mpij it 
was “his most fervent hope” the 
c o untry could move forward, but 
he was unhappy with Mr Clin- 
ton’s behaviour. “I cannot can- 
done the relationship the presi- 
dent has acknowledged and am 
very disappointed in his personal 
conduct,” he said. “1 do, however, 
respect the responsibility he has 
taken for bis actions. ” 

Mr Starr may complete his 
Investigation within weeks. He. 
still has witnesses to question 
before the grand jury and has 
reserved the right to call Mr Clin- 
ton back. Analysts expect the 
president .- who refused to 
answer questions about the 
-details of his contacts with M&- 
Lewtosky - to resist any demand 
far a second appearance. 

. In his address, the president 
said his previous denials .had 
“misled” the public and his fam- 
ily. He said of Mr Starr’s investi- 
gation: “This has gone on too 
long, cast too much and hurt too 
many innocent people.” 

Qw#fieT 'coinrtr£a4~ Page 12 
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Japan in Y4,000bn 
sales of bad loans 


By fittn Tett te Tokyo 

Japanese banks have sold 
property-related bad loans worth 
Y4,Q00bn (SZ75bn) at bee value, 
mainly to foreign investors, 
according to Bank of Tokyo- 

Mltanhj flhi. 

The sales began about 18 
months ago as the country's 
banks struggled to restore their 
balance sheets after the end of 
the 1980s prop er ty boom. 

The banks have previously 
been reluctant to release the fig- 
ures. Sachio Mlkumo, senior 
manager of BTM credit policy 
division, said: “There are no pre- 
cise figures but we think the 
total will be about Y4,0QQbn next 
month. It’s rising fast" 

BTM, Japan’s largest bank, has 
accounted for almost Y200bu of 
the sales. This is thought to leave 
It second only to Sakura bank, 
which has sold about Y400bn. 
The Industrial Bank of Japan, 
Fuji, Sumitomo, Daiwa, Sanwa 
and DaJ-lchl Kangyo are also 
active. 

The government is scrambling 
to Implement measures to 
increase the sales of had loans to 
remove YBBJXttbn worth of prob- 
lem loans. These measures 
include plans for special purpose 
companies for securitisation, to 
simplify the property code, and 
give tax breaks to banks making 
bad loan sales. 

BTM says these measures 
mean that the market should 
surge further this year. One US 
banker said: “There could be a 
dramatic boom, particularly with 


the yen so cheap. There’s grow- 
ing interest among US investors." 

However, banking analysts 
warn that sales so for are tiny 
compared with the total problem 
loans. Some also suspect that 
Japanese banks remain reluctant 
to sell too quickly. 

Yoshinobu Yamaha, analyst at 
Merrm Lynch, said: "If the banks 
sell bad loans they have to real- 
ise secondary losses." Hie added 
that most have made reserves on 
their accounts for the bad loans 
on the assumption that the prop- 
erty was still worth 70 per cent of 
its peak value. Howe vs - , to real- 
ity, it had often fallen to 16 pa* 
cent of its peak. 

BTM admits that most loans 
have been sold at a discount, 
although Mr Mikumo said this 
discount “varies greatly . . . 
between 80 per cent and 3 per 
cent of face value.” He acknowl- 
edged that almost all sales had 
been to foreign investors. 

The most active foreign inves- 
tors are believed to include Gold- 
man Sachs, Loanstar Opportu- 
nity Fund, Secured Capital and 
Merrill Lynch. However, BTM 
says some Japanese investors 
have started to enter the market 

The largest stogie sale con- 
ducted by BTM so far was con- 
cluded ear}; last month and 
involved YiiObn worth of bad 
loam. It isbebeved to have been 
the first sale made through a 
sealed bid auction. BTM also 
made a YSQbn sale to June and 
three smaller sales late last year. 


Bfibriai Comment, Page 13 
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Russian Co mmunis ts attack 
Yeltsin and foreign investors 


By Jotei TkoraM 
Id Mo sc ow 


.Gennady Zyuganov, the leader of 
Russia’s Communist party - the 
biggest parliamentary party - 
yesterday launched a stinging 
attack on President Baris Yelfadn 
condemned foreign Investors 
for b^ipipg to . prop up his “dis- 
credited" regime. 

His criticism came as Russia 
absorbed the consequences of the 
government’s decision to float 
the rouble. 

Mr Zyuganov’s attack and com- 
ments frniTi other, opposition lead- 
ers - who said they would step 
up Hysir : -attacks ah the govern- 
ment - cast doubts an whether 
the. further legislation heeded to 
overhaul Russia's tax regime and 
half bring public firumww linear 
control would be approved. - 
■ “Our president has been totally 
devalued,” Mr Zyuganov said, 
demanding the president should 
resign after the country's abrupt 
change of monetary policy. But 
Mr Yeltsin ignored these calls 
yesterday and remained on holi- 
day outside Moscow, 

Foreign investors remained, 
nervous about the planned 
restructuring of the government 
debt (GKO) market Hie bench- 


mark RTSJF-todex of stocks fell 
by a farther 9 per cart. OnMan- 
. day, the government froze the 
GKO market and said it would 
announce the terms of a forced 
re str u c turin g plan today. 

Adam Elatrin, m an a g i n g dhtxN . 

tor of the Moscow office of Bank- 
ers Trust, the US investment 
bank, said: “If this restructuring 
takes place, most foreigners will 
consider it to be a default In that 
case, tiny would probably rather 
eat nuclear waste than tray Rns : 
sian paper again for the foresee- 
able^ future." •• 

But the government said it 
thought.it was necessary to cat- 
suit forrign investors about the 
debt restructuring. . . . 

A spokesman said Bari/Fyodo- 
rov, the head of the ^tate tax 
service, prompted this week .to" 
deputy prime minister in charger 
of macro-economic policy, had 
already invited representatives of 
JJP. Morgan and Deutsche Bank 
for consultations. 

The rouble -yesterday ..weak-, 
ened, with the official exchange, 
rate rising from 4.48 to the dollar 
to 688. But theunoffirial rates 
available from Russian banks 
and at street exchanges were ter 
higher. Brunswick Warburg, a 
Moscow-based investment bank. 


surveyed a String of h anks and 
found the average quoted rate 
fell back slightly yesterday to 
855. The bank suggested that the 
tight money', and credit policies 
being pursued by the central 
bank were restraining the tell to 
the rouble. 

Mr Fyodorov said he 'would 
meet foreign investors soon to 
explain the government’s posi- 
tion. “I see my task, as defending 
the interests of citizens to the 
utmost and enabling Russia to 
resfore.fhfl stability of its finan- 
cial position,” he said. 

.- “We will make every effort to 
preserve , the positive tendencies 
ln coDecttog taxes and to prevent 
a panic of the population. The 
state has all the weans and possi- 
bilities to achieve this." 

Boris Nemtsov, deputy/ prime 
minister, forecast that the fluctu- 
ations in the unofficial rate for 
lie rouble would be prought 
under control within a vgeek. “We 
do not intend to bring down the 
rqiible. The government and the 
central, bank are «m tra iling the 
course of the rouble every day,” 
be said. 

later aai o noi reaction, Page 2 
Stetaktag options, Page 13 - 
Cnfraacfes, Pago 23. 
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MOSCOW’S FINANCIAL CRISIS DOUBTS OVER WHETHER THE KREMLIN HAS COME UP WITH THE RIGHT MEDICINE 


G7 says Russia must first help itself 


By Our Internat io nal Staff 


When David Lipton, 
undersecretary for interna- 
tional affairs at the US Trea- 
sury, flew into Moscow last 
Wednesday, it was still not 
clear that the financial 
storm clouds were about to 
break over Russia. 

The ostensible purpose of 
his visit was to prepare for 
President BUI Clinton's sum- 
mit meeting with Boris Yelt- 
sin, his Russian counterpart, 
from September l to 3. 

But Washington's top 
finanrial officials wore also 
more than a little concerned 
at the signs of slippage in 
the Russian programme 
agreed with the Interna- 
tional Monetary Fund only 
last month, in exchange fee- 
a new $ll_2tm IMF loan 


which complemented exist- 
ing credits. They were anx- 
ious that the rouble might 
collapse just as the US presi- 
dent came to Moscow, and 
his visit would turn into a 
crisis rescue mission. 

In the event, that may well 
still be true. But Mr Lipton 
and his colleagues in the 
other Group of Seven indus- 
trialised nations are con-' 
vinced that there is little 
they can do to help imiggg 
the Russians first help them- 
selves. And they are not at 
all sure that the Monday 
package, effectively devalu- 
ing the rouble, declaring a 
unilateral debt moratorium 
and imposing capital con- 
trols, is the right medicine. 

The first shock for Mr Up- 
ton in Moscow was to dis- 
cover that neither of the key 


players In Russia's interna- 
tional economic negotiating 
team - Anatoly Chubais, the 
deputy premier who ham- 
mered out the IMF deal, and 
Sergei Dubinin, the governor 
of the central fra nk - was in 
town. Both had stayed on 
holiday. His only interlocu- 
tor was Sergei Kiriyenko, 
the prime minister, who is 
no expert on macro-econom- 
ics. By some accounts, the 
US official went home thor- 
oughly frustrated. 

The result of Mr Lipton's 
visit, and the market 
response to George Soros's 
pan (in Thursday's Financial 
Times! for a rouble devalua- 
tion, was urgent consulta- 
tion between the G7 capitals 
about what the Russians 
could do. "By Thursday, the 
G7 countries realised that 


something quite serious was 
liable to happen." said one 
senior western official “On 
Friday and Saturday, there 
were various video confer- 
ences involving the trea- 
suries and central banks. 
They were all working out 
what the options were from 
our [G7] point of view.'’ 

What they were not dis- 
cussing was whether more 
money might be available. 
There was general agree- 
ment that the IMF package 
was already generous. What 
was missing was firm Rus- 
sian action to respond to it. 

A senior US administra- 
tion official asked why it 
was decided not to stump op 
more international cash, 
said: "1 think the interna- 
tional community had four 
weeks ago committed a 


$22bn programme of support' 
for Russia and 1 think that 
their judgment was that the : 
roots of Russia's problem at 
this point lay in questions 
about Russia's policy execu- 
tion - both in the shorter 
and longer term - and in the 
overall international and 
economic enyironmait." 

The same message came 
from Bonn: there is so need 
for additional money, an offi- 
cial said yesterday. "There is 
a large financial package in 
existence, and it will be 
reviewed at two- monthly 
intervals." The first review 
is due in September. Helmut 
Kohl, the German chancel- 
lor. also appeared to rule out 
any more cash Last week, 
saying it was up to the Rus- 
sians to fulfil the “precondi- 
tions” first. 
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There was . frustration in 
wes te rn capitals « the fact 
that nil the key players in 
Mogcow had gone on holiday 
as soon as the IMF deal was 
done. When they returned 
on Saturday, they were 
forced to cobble together an 
emergency package m taste, 
and without any substantial 
consultation either with the 
IMF or the G7 deputies. 

“We do keep jfcx touch with 
the Russians and were told 
in advance of their inten- 
tions.'* the senior US official 
said. But be added: “We cer- 
tainly expressed concerns 
about devaluation and about 
thedebt restructuring.” 

At least one G7 deputy, 
dosdy involved in Russia’s 
plight, first beard details of 
the package on the radio. It 
is understood that the IMF 
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be affected. "There might 
have been other things to 
do," one western official saW 
yesterday. "Who can tell? 
But the Americans were 
never going to get any more 
money out of Congress. And 
it wasn't clear what more 
money would do. You can 
help a bit from outside, but 
all you are doing Is trying to 
bolster credibility- In the 
pnd. thev have cot to do the 


officials- in Moscow were 
consulted, but they were not 
asked to approve or disap- 
prove - merely informed. 

In Bonn there was shock 
and surprise at the unilat- 
eral debt moratorium. 
Finance ministry officials 
spent yesterday anxiously 
ensuring that repayment erf 
Germany's substantial 
export credit guarantees - 
the country's largest form of 

debt exposure - would not 


DEBT MORATORIUM 90-DAY DELAY ‘HURTS EVERYBODY’ 


International capital 
markets will be 
shut off, say bankers 


By Jeremy Grant 


Russia yesterday set out the 
foreign debts it was refusing 
to pay under the 90-day mor- 
atorium declared earlier this 
week. However, foreign 
bankers said the handling of 
the country’s economic pol- 
icy about-turn bad shut off 
access to the international 
capital markets for years. 

Analysts said the clarifica- 
tion of moratorium terms 
came too late to reduce the 
crisis of confidence in the 
country’s ability to manage 
its debt. “They have cut 
themselves off for the fore- 
seeable future for accessing 
external finance. Hie mora- 
torium and uncertainties 
will make creditors wary of 
providing funds to virtually 
any entity in Russia," said 
David Beers, managing 
director of the sovereign rat- 
ings group at Standard & 
Poor’s, the rating agency. 

The central bank said the 
moratorium applied to pay- 
ment of principal on foreign 
credits for more than 180 
days. As expected, it does 
not cover sovereign debt. 
Nor does it apply to interest 
on foreign credits and loans 
from the European Bank for 
Reconstruction and Develop- 


ment. Bankers said two 
areas would be affected. One 
was syndicated loans 
extended by western banks 
to Russian banks and corpo- 
rations. The other area con- 
cerns forward foreign 
exchange contracts taken 
out by foreign investors with 
Russian banks to protect 
their investments - and thus 
rouble exposures - in the 
domestic Treasury-bill 
(GKO) market 
Marcel Cassard. chief 
economist for emerging 
Europe at Deutsche Bank, 
said Russian banks owed 
between $8bn-$10bn in such 
contracts, aQ of which would 
be affected by the morato- 
rium. Hie government is set 
to announce a forced 
restructuring of the GKO 
market today. 

Hie move is aimed at eas- 
ing the pain of massive 
domestic debt servicing obli- 
gations. Bankers said 
Moscow could repeat the 
thrust of last month's volun- 
tary scheme, by which hold- 
ers 6f GKOs swapped them 
for longer maturity foreign, 
currency bonds. Alterna- 
tively, It could force inves- 
tors out of GKOs and into 
longer-dated rouble debt 
Either way, the govern- 


ment would stem capital out- 
flows, significantly reduce 
its domestic debt mid make 
its financing plan for the 
budget more manageable. 
But it would also shut off 
the T-bill market as a source 
of financing and make it dif- 
ficult for local banks to man- 
age liquidity. “Everybody's 
going to be hurt" said Mr 
Beers. Tm worried that 
they don’t take sufficient 
account of the future cost of 
their actions. Investors have 
long memories." 

• Bonn officials yesterday 
said Russia's moratorium 
posed no risks for the Ger- 
man federal budget writes 
Peter Norman in Bonn. 
Moscow would continue to 
meet all payment obligations 
on credits with Hermes 
export credit guarantees as 
well as debts rescheduled by 
the Paris, dub of official 
creditors and the London 
club of bank creditors. 

Statistics from the Bank 
far International Settlements 
show German banks had 
claims on Russia of $30,5bn 
at the end of last year. The 
Bonn finance ministry said 
DM19.6bn of this was cov- 
ered by export credit or 
other government guaran- 
tees. 
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MWKITOK^ DEVELOPED MARKETS 


FOREIGN DIRECT INVESTMENT 


Collapse expected to have mixed effects 


By simoa Davies, 

Capita) Markets Editor - 

Russia continued to turn 
emerging debt and equity 
markets red yesterday, as 
investors responded to its de 
facto devaluation and debt 
default 

But developed markets 
surged on the hope that the 
contagion effects would not 
be dramatic, and that the 
financial crisis may have 
increased the possibility of 
an interest rate cut in the 
US. In economic terms, the 
collapse of the Russian econ- 
omy is expected to have only 
limited impact even in Cen- 
tral Europe, where econo- 
mies have become more 
geared towards exports to 
the west 

According to research' 
from Deutsche Bank, Russia 
accounted for only 2.3 per 
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cent of exports from the 
Czech Republic in the first 
three quarters of last year, 
and 3.76 per cent of Poland’s 
exports. Demand from the 
west will therefore have a 
Tar greater impact on thetr 
economies. For the group of 
seven leading industrial 
nations, the economic links 
'are considerably weaker. But 
the impact on sentiment in 
the financial markets has 
been dramatic, and this 
could In turn affect the real 
global economy. 

Tim Bond, director of 
interest rate strategy at Bar- 
clays Capital, said: “The col- 
lapse in Russia creates a 
considerable risk of a global 
recession. And it makes per- 
manent the higher cost of 
money that developing 
nations have to pay.” 

Until Monday, credit rat- 
ings for emerging markets 


Currencies unmoved by devaluation 


The rouble’s devaluation 
barely moved other 
currencies yesterday. Only 
the Ukrainian hryvnia came, 
under pressure, dropping . 
3 per cent before the central 
bank asked for trading on 
the intrabank exchange to 
be closed, writes 
Christopher Adams in 
London. 

Currency strategists said 
the rouble's move had little 
impact abroad largely 
because most of Russia's 


commodity exports are paid 
for in dollas. And the 
country does not have 
particularly dose trading ties 
with any one state except 
Ukraine. The rouble’s new 
traeftng range has not been 
truly tested because Russia 
announced measures on 
Monday to cap domestic 
demand for dollars. "The 
devaluation is stfll very much 
in the making," said Claudio 
Demoffl of ABN Amro In 
London. 


had been plummeting along 
with bond prices, but there 
had been no actual default 
Russia's “forced restructur- 
ing" of its domestic bond 
market has underlined the 
genuine Investment risks, 


providing an eVen greater 
disincentive to investors for 
buying other pmor gin g mar- 
ket debt and therefore 
equity. Emerging markets 
bonds continued to slump 
yesterday. Brazil’s “C" bonds 


added to Monday's sharp 
fells during early trading, 
although by 6pm London 
time they were unchanged. 
Hie Brazilian stock market, 
however, was nearly 2 per 
cent lower. And the conta- 
gion effect from Russia was 
felt throughout much, of the 
developing world. Argenti- 
nian par bonds were down 
0.75 basis points at 70.125. 

In equity markets, a recov- 
ery in Japan provided some 
support for Asian shares, bat 
there was a clear two-tier 
effect between the develop- 
ing and developed world. 

International investors 
continued their flight to 
stock market safety, with 
substantial increases in US 
and European equities, Some 
strategists suggest that as 
the Russian contagion feeds 
through into Latin America 
- where higher borrowing 


costs and lower commodity 
prices have a direct impact 
on the regional economy - it 
will increase the deflation- 
ary pressure on the US and 
create the possibility of an 
interest rate cut 

Mr Bond said: “People are 
trying to discount the cure, 
before they fully diagnose 
the Illness.” The UK’s FTSE 
100 index enjoyed Its biggest 
ever one day points rise, 
while the FTSE Eurotop 100 
index, which tracks Euro- 
pean blue chip companies, 
rose SA per cent hi contrast. 
East European and Latin 
American stock markets suf- 
fered substantial losses. 

Matthew Merritt, emerging 
markets strategist at ING 
Barings, said: “The problems 
in Russia will delay any 
potential re-entry strategy 
for investment in other 
emerging markets." 


VIEW FROM BRIGHTON BEA CH NEW YORICS IMMIGRANTS INDIFFERENT TO HOMELAND'S DIF FICULT IES _■ . 

Little Odessa past caring about crisis 


By Tracy Corrigan in Hew York 

Brighton Beach, home to an 
estimated 60,000 Russians, is 
one of the last authentic 
immigrant communities in 
New York. On bustling 
streets close to Long island’s 
sweeping Atlantic coastline, 
babushkas chat to their 
grandchildren In Russian. 
Many signs are in Russian 
only and shops stock popu- 
lar delicacies such as potato 
knlshes and pickled vegeta- 
bles. 

But ties to the old country 
have worn thin. On Monday, 
the day the Russian rouble 
was devalued, Brighton 
Beach inhabitants were 
unconcerned about the 
financial crisis afflicting 
their homeland. 

“It has Nothing to do with 


me." said Elliot Skol, who 
has been in the US for 27 
years. “I’m interested in 
where Ilrve.*’ 

“It doesn’t affect us," said 
Arkady Belopolsky, who 
runs a post office in 
Brighton Beach. “You would 
hardly consider ns Russians. 
We are more American than 
a lot of Americans.” 

Others were blunter. “We 
don’t care.” he noted with 
grim satisfaction. 

When the Soviet Union 
changed its emigration pol- 
icy in the 1970s. it brought 
new life, to dilapidated 
Brighton Beach, the once 
smarter extension of the 
Coney Island amusement 
park in Brooklyn, New York. 
Concrete apartment blocks 
were built to house the 
influx of immigrants and 


Brighton Beach, also known 
as Little Odessa, replaced 
the Lower East Side as a 
haven for Russians and 
Ukrainians. 

Mr Belopolsky and his 
wife came over 22 years ago, 
and were in time followed by 
friends, parents and other 
relatives. 

This is a common story 
among Immigrants here, and 
helps explain the gradual 
severing of links with the. 
old country. “We still read.in 
the papers about Russia," be 
says “but we’re too far 
away" to feel a real connec- 
tion. 

* According to Maria Schap- ’ 
lro of the Brighton. Beach 
District Management Associ- 
ation, “most of tfie Russian 
people here are not very ^con- 
cerned, because they have 


no financial ties with the old 
country". 

Hie only local victims of 
the devaluation are likely to 
be the dwindling number of 
businessmen who still 
import from or export to 
Russia, and perhaps the 
local Russian mafia, whose 
infiltration of the US has 
been investigated by the 
Federal Bureau of Investiga- 
tion. 

“Mostly people have tried 
to get out of any business in' 
Russia,” says Tony Shapiro, 
a financial planner. 

“When yon are doing busi- 
ness.' with a small business 
[in Russia]' there are no 
rules” he notes. • - 
. “You can lose money with- 
out redress." . " 

Even people, who have 
sent money back to relatives 


in Russia tend to feel some- 
what removed from the situ- 
ation there. 

“T am concerned with their 
well-being. But the country 
has been submerged in crazi- 
ness for so long; [the latest 
crisis] is nothing that will 
terrify people,” said Ms 
Schaplro. 

There is also a sense of 
fatalism among those most 
sympathetic to the plight erf 
their countrymen. “I have no 
relatives now In Moscow. I 
feel upset about what has 
happened - but it might be 
expected" says Mr Shapiro, 
who came to the US six 
years ago. 

- But he - adds, “Fax a finan- 
cial planner. I am conceited 
about how the New York' 
stock exchange reacts [to the 
Russian crisis].” 


Views vary 
in wake of 
rouble’s fall 


By Astrfd Wendtamtt 
in Saint Peter s burg 


RJ.Reyno]ds, the US tobacco 
company, this week formally 
opened an expanded $300m 
cigarette factory, saying the 
rouble's problems could not 
undermine its commitment 
to the Russian market 

“This is not going to affect 
our long-term plans " sold 
Steven Goldstone, chief exec- 
utive of RJH Nabisco, ft.J. 
Reynolds’ parent company. 

But workers at the St 
Petersburg plant said ciga- 
rette orders had gone down 
in recent months, adding 
that production of three Rus- 
sian brands had stopped 
altogether since the begin-. 
ninjg of the year. 

Other members of the for- 
eign investment community 
in Moscow said they would 
adopt a cautious attitude in 
the wake of the rouble’s fail. 

“I am convinced chat those 
who are already at the door 
wffL not come in before the 
end of the year,” said Seppo 
Remes, representative of 
Neste, the Finnish oil com- 
pany, and chairman of the 
European Business Club, an 
informal grouping of inves- 
tors in Moscow. 

To date, most foreign 
direct investment has been 
concentrated in. the con- 
sumer goods industry, while 
investment in heavy indus- 
try has been limited. Hie fell 
in the rouble is likely to 
make investors more cau- 
tious still, analysts said. But 
the. change Is likely to 
fevbur Russia's oil and gas 
market, which produces 
most of the country’s 
exports. 


"We are now going t< 
investors thinking ft 
three times before the 
ceed with their invest! 
said Bruce Macdon; 
member of the. board i 
American Chamber of 
merce in Moscow. Last 
Russia received $10.4 
foreign direct invesi 
according to data froi 
French embassy in Mos 

Russia's recent ecoi 
problems have already 
negative consequent:! 
the foreign direct ii 
meat which fell by 14 
cent in the first quar 
1998 in comparison wit 
yearts figure, accord! 
official statistics, whit 
not give absolute flgun 

This year. Fiat and 
ault, the Italian and F 
car makers have de 
their local productior 
assembly projects. 
June, Philips, the I 
electronics com* 
announced it was with 
ing from its joint venti 
Voronezh in the sou 
Russia. 

"Conservative nxraej 
not arrived yet [in Ru> 
said Thuya Monhagan, 
of the Russia and CIS di 
ment of the Internal 
Chamber of Commerce. 

Mr Remes said the roi 
foil was expected to b 
foreign investors in Ru 
oil and gas industry 
could seriously hit 
exporting or producing 
snmer goods due to th 
in purchasing power. 

At present, the US 
vides more Foreign c 
investment to Russia 

any other country, foil 
by the UK and Switzerli 
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Ceasefire allows aid for Kosovo refugees 


By Guy Dtanore 
hi Bmfie, Serbia 


Thousands . of ethnic 
Albanian reftigees who have 
fled their ruined villages are 
trapped in a snail pocket of 
land in the west of the prov- 
ince or Kosovo, surrounded 
by Serbian government 
forces and fearful that a 
local ceasefire will riot last 
long. 

Only rough estimates exist 

of how many people have 
fled the Idlest government 


offensive against separatist 
rebels of the Kosovo liber- 
ation Army (KLA). The ON 
refugee agency believes 
2O7OOQ people have been dis- 
placed in the west, out of a 
total of over 230.000 over the 
Past six months. 

Hundreds are sheltering 
along the Bistrica river near - 
the village of Brolic, tf&™ 
south-east of the government 
garrison of Pec* About 500 
metres of no-xuau’s-land sep- 
arate the KLA and govern- - 
ment front lines. Mothers 


hold babies wailing in the 
intense heat along the river,, 
while cad people simply hold 
out their hands in a gesture 
of despair. 

A local ceasefire negoti- 
ated by the Kosovo Diplo- 
matic Observer Mission was 
bolding 'for a second day yes- 
terday, giving aid agencies a 
chance to bring in doctors 
ami supplies. 

They are hampered by 
poor roads, bad maps and 
being unable to communi- 
cate with each other because 


Belgrade forbids the use of 
radios.'. 

* We ate lifo? airnnafa here 
and know . nothing about 
what is happening,'’ said 
Brim SofcdaJ who had fled 
with bfe wife. "We are in the 
middle, of it all, trapped. 
There is not much space. 
People started fleeing again 
this morning because some- 
one said the Serbs would 
start ftbeBing 1 again.” 

KLA .fighters manned 
checkpoints. Asked about 
the ceasefire,. one local com- 


mander said: “We are profit- 
ing from this ft™? to get 
stronger.” 

Although the KLA has lost 
a lot of territory and some of 
its supply routes over the 
mountains from nearby 
Albania, the guerrilla force 
is far from spent. - 

Serbian officials said 
Yugoslav border guardson 
Monday night killed five 
"armed Albanian extrem- 
ists’* in a group of 20 trying 
to cross Into Kosovo near 
Gorozup. There were also 


clashes near a barracks on 
the border at Kosare. Pec 
was sealed while funerals 
were held for policemen 
killed by tbe KLA 

Nato farces are holding a 
week of exercises in Albania, 
sending a message to Slobo- 
dan Milosevic, the Yugoslav 
president, that the western 
alliance is ready to intervene 
- if given tbe order. 

While some diplomats 
believe Nato intervention is 
becoming more likely, the 
emphasis is still on trying to 


resume peace talks. 

The US envoy Chris Hill, 
tbe chief western mediator, 
held a meeting m the provin- 
cial capital Pristina with the 
new Kosovo Albanian nego- 
tiating team formed by Ibra- 
him Rogova, “president" of a 
self-declared government 
that is recognised by 
nobody, not even the mili- 
tant KLA. 

The [negotiating] process 
has just begun. We have a 
long way to go," Mr Hill 
commented. 


“S’J 




Schroder’s union man prepares to negotiate an alliance for jobs 


X 


German 

(elections 


The SPD’s candidate for labour minister is a trade union 
leader who has gained a solid reputation on both sides ‘ 
of German industry, reports Peter Norman 



O f the non.- politicians 
recruited to be shadow 
ministers by Gerhard 
Schrbder, the opposition 
challenger in tbe German 
general election, the most 
self-effacing by far has been 
Walter Riester. 

But publication this week 
of tiie Soda! Democratic par- 
ty’s plans for its first weeks 
in office will put the 54-year- 
old deputy chairman of tbe 
powerful IG Metall trade 
union firmly in the watfonai 
spotlight. 

If aii SPD-led government 
assumes power after the 
election an September 27 , Mr 
Riester will become labour 
minister and the driving 
force behind the “alliance 
for jobs".' a pact between 
government, employers and 
trade unions . to reduce 
unemployment 
So far, tbe alliance is a 
project that has generated 
hundreds of column inches 
of comment without any one 
being much the wiser as to 
its contents. But, inter- . 
viewed recently in IGMet- 
all’s headquarters near 
Frankfurt. Mr Riester said, 
its first priority would be a 
programme to reduce youth 
unemployment. This, he 
said, was one of Germany's 
‘‘most urgent problems” and 
“bigger than is apparent in 
the statistics." 

The three partners in the 
alliance would “agree on cer- 
tain parameters to find joint 


solutions to solve the prob- 
lem of unemployment”. Mr 
Riester sees the affiance as 
“creating the conditions for. 
a new policy" and wants it 
“to change the. structure anil 
rules of [German] society in 
such a way that they fit the 
conditions of today". 

If these are great expecta- 
tions, Mr Riester would 
come to the task with a solid 
reputation as an innovative 
arid flexible trade union 
negotiator who has won 
praise from both sides of 
industry. He thinks the trade 
unions and employers win 
support his plan. The man- 
agers I -deal with are very 
largely positive. They are 
willing to act They are more 
willing than Is apparent dur- 
ing the election campaign " 

As for himself, “there is 
little that I regard as 
unthinkable. We are in a 
phase of history in which so 
much changes that we must 
question what has developed, 
and whether our answers 
still fit That gives us the 
opportunity to come to com- 
pletely new solutions.” 

For Mr Riester, it is not 
enough to think radically. 
Solving problems “means 
thinking differently,' in a net- 
worked manner, to come to 
new, creative solutions". 

He points out that the 
three main , mo^hanlg mg for 
redistributing wealth . in Ger- 
many - taxes, social policy 
and wages policy - are all at 


the centre of controversial 
debates. "But they are con- 
ducted In isolation. I want to 
think about them- together.” - 

He cited a law passed by 
the government of Chancel- 
lor Helmut Kohl which 
sought to limit the heavy 
costs for the social security 
system of early retirement 
and to encourage part-time 
work for elderly, workers 
instead 

Tt was meant to tackle an 
abuse but the result was, 
and is, top bureaucratic, if 
you lode at the problem 
simultaneously from the per- 
spective of soda] policy and 
collective wage bargaining 
you come, to coOTpletky dif- 
ferent solutions. . . solutions 
that help those who want to 
leave the .labour market 
early, and which can help 
young people join the work- 


force.'” 

Mr Riester plans “a gener- 
ational treaty between older 
workers and younger ones 
who are out employed” as 
the first “concrete project” 
under the alliance far jobs. 

“We must reform the 
part-time working law for 

older workers so it can be 
used by small- and medium- 
sized pnrf jjq£ just 

Mg ones.” Mr Riester said 
“We would then help those 
older ' workers who wish to 
leave the world of work and 
simultaneously open up the 
labour market to younger 
workers. We would need 
flanking measures such as 
training for tbe young and 
the offer of opportunities to 
play a useful role in society 
for the old” 

Such a treaty could be 
realised "as a programme" 



Welter RMar addressee a c onfere n ce of tils umon eatfier this year 


within six months. Other 
programmes could follow. 
“A second step would be for 
the people running the econ- 
omy, the education system 


Germany's balance of payments nears equilibrium 


Germany’s current account 
balance of payments is 
close to equilibrium for the 
first time since reunification 
in 1990, after several big 
monthly- viable trade 
surpluses in the first half 
which largely offset 
traditionally high “invisible 1 ’ 
deficits in services, transfers 
and investment income, 
writes Peter Norman. 

Following a provisional 
current account surplus of 
DM3.1 bn (Sl.Tbn) in June, 


the federal statistics office in 
Wiesbaden reported a first - 
half current account deficit 
of just DM700m, down from 
DM6bn in the comparable 
1997 period. June's visible 
trade surplus declined to 
DMIl^bn Item DM14.2bn in 
May and DM1 2.1 bn In June 
last year. This reflected a 5J5 
per cent, increase in visible 
exports to DM81 Bbn 
compared with June last 
year, while imports rose 7.9 
per cent to DM70.6bn. 


Yesterday's report did 
nothing to diminish 
expectations that 1998 
would be a record. year for 
viable trade. Seasonally 
adjusted Bundesbank figures 
yesterday put the second 
quarter visible trade surplus 
at DM36.6bn. up from 
DM33bn in the first quarter. 
The bank said second 
quarter visible exports were 
an adjusted DM241.1 bn 
compared with the first 
quarter’s DM236.3bn. 


and labour market policy to 
get together” and “consider 
how to create new jobs in 
new areas of a ctivi ty.” 

Such jobs could come by 
“integrating mobility 
systems, by linking the most 
modem technologies in road, 
raff, air and telecommunica- 
tions”. 

Provided the alliance for 
jobs had “a convincing 
start” dealing with “concrete 
understandable projects”, it 
could develop through the 
four-year life of a parliament 
and provide a framework to 
tackle some of the bigger 
problems of the overbur- 
dened welfare state. It 
“could give a jolt to Ger- 
many's political culture and 
that would be an opportu- 
nity to create better poli- 


cies". 

But does all this not 
smack of state planning? 

Mr Riester recoils in hor- 
ror. “Not at alL A lot I have 
outlined depends on how 
markets develop,” he said. 
But the market “is blind to 
social needs and needs a 
framework in which it can 
develop. 

“What I have outlined is a 
policy that acts to create 
conditions for new opportu- 
nities and the growth of new 
sectors. 

“I want a society that 
develops itself in a produc- 
tive way. And to achieve 
that, society needs an envi- 
ronment that doesn't exist at 
present,” he said. The miss- 
ing component was the affi- 
ance for jobs. 


UK and 
Spain to 
link up 


on jobs 

By David White b Madrid 


The British and Spanish 
governments are moving 
ahead with a joint initiative 
to explore Job-creating poli- 
cies. The bilateral pro- 
gramme is the upshot of an 
informal meeting between 
Tony Blair and JosS Maria 
Azsar, the two prime minis- 
ters, in Spain last April 

ttvMhI discussions between 
officials from the two lead- 
ers’ offices took place in Lon- 
don last month. Follow-up 
talks are due in Madrid next 
month and a high-level semi- 
nar on employment is 
planned in Seville in late 
October with David Blun- 
kett, UK education and 
employment secretary, 
expected to attend. 

Tbe British government, 
which will share with the 
Spaniards its experience of 
"New Deal" programmes for 
the young and long-term 
unemployed, launched ear- 
lier this year under its wel- 
fare-to-work project, sees tbe 
initiative as a path towards 
closer co-operation with 
Madrid within the European 
Union. 

The two countries have 
concentrated on employment 
as an area for collaboration 
which does not risk falling 
foul of their sovereignty dis- 
pute over Gibraltar. 

Although Spain has been 
showing vigorous employ- 
ment growth, its official job- 
less rate still stands at over 
19 per cent, almost three 
times Britain's. Among 
Spanish under-2Ss, the rate 
is 37 per cent 

Madrid's latest “action 
plan", submitted in response 
to the Ell's drive on job cre- 
ation, received a commenda- 
tion from the European 
Commission. But Spanish 
trade unions described it as 
“tepid". 

The centre-right govern- 
ment came under attack 
after last November's EU 
jobs summit in Luxembourg, 
where it was tbe only coun- 
try not to accept a five-year 
ttaflriifrift for meeting targets 
on the provision of training 
for unemployed people. 
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~ . Recession hits 7 of Japan’s 10 regions 




ICI WVISTMINT 

vs vary 
ake of 
lie's fall 


>i 


By Ktaznfl Merchant in Tokyo 

Seven out of Japan's 10 
regions are in a slump, Illus- 
trating the geographically 
broad-baaed character of the 
country's recession. 

The gloomy regional pic- 
ture coincided with yester- 
day's announcement that six 
tqp businessmen will sit on 
tbe government’s newly cre- 
ated Economic Strategy 
Council (ESC), a high-pow- 
ered policy group that will 
advise Keizo Obuchi, prime 
minister, on reviving the 


recession-hit economy. 

The ESC is modelled on 
the US Economic Council df 
Advisers, which briefs the 
president on broad policy 
options. The Japanese coun- 
terpart will include six lead- 
ing business figures such as 
Hiroshi Okuda, president of 
Toyota* coe of the worlds 
top three car manufacturers 
and Hirotaro yig«chi . chair- 
man." of AsahT Breweries, 
Japan’s second biggest 
brewer. 

The ESC will include four 
other senior business execu- 


tives from the transport, 
retaff -and property sectors. 
-Four ac ade mi cs make up the 
10-member body, which will 
present its first report by the 
end December and con- 
clude its work by next 
March. Its immediate task is 
to come up with proposals to 
revive the economy in the 
short term as well as lay out 
broad policy initiatives for 
the long term. 

Mr Obuchi, who 
announced details of the 
ESC in bis policy-setting 
agenda to parliament this 


month, said the body would 
be a source of direct advice 
and consultation. Since 
becoming prime minister, be 
has surrounded himself with 
a strong economic team 
headed by Kiichi Miyazawa 
as minister of finance. The 
ESC is seen as further con- 
solidation of the adyisury 
apparatus created by a 
prime ' minister who is 
regarded as weak in eco- 
nomic matters. 

One of the ESCs first con- 
cerns may be to address tbe 
regional slump revealed yes- 


terday by the Economic 
Planning Agency (EPA), 
Japan's foremost planning 
agency. - 

The EPA said in its 
bimonthly report on the 
regional economy that Tokai 
in the centre and Shikoku in 
the south were “stagnant” 
based on May and June data. 
Seven other regions woe in 
a “very severe” state of 
depression while tbe remain- 
ing region of Okinawa in the 
southern tip of the country 
was in least difficulty. 

“It is no exaggeration to 


, say that the e nt ire Japanese' 
archipelago is in a slump, 
said Taichi Sakaiya, EPA 
minister. He thought the 
July data might be even 
worse as further evidence 
emerged of slower corporate 
demand, sluggish growth in 
new car sales and slow sales 
of electronic goods. 

Mr Sakaiya said weak con- 
sumption and disappointing 
housing investment in met- 
ropolitan areas - a conse- 
quence of sharp fans in l a u d 
prices - were unlikely to 
recover soon. 


Junta chiefs meet 
Suu Kyi party 


J By Ted Bardacks tai Bangkok 

Leaders erf Burma’s military 
gove rnmen t and the opposi- 
tion National League for 
Democracy, which is led by 
Nobel Prize winner Aung 
San Suu Kyi yesterday held 
an unprecedented meeting 
that diplomats said could 
break the country’s 
protracted political stale- 
mate. 

General Khin Nyunt, sec- 
retary-one of the junta and a 
moderate within the 19-mem- 
ber ruling clique, described 
his 45-minute meeting with 
Aung Shwe. chairman of the 
NLD. ns “open, frank and 
cordial”. 

V “We hope this is the erst 
v in a series of confidence- 
building talks between the 
government and the NLD,” 
Gen Khin Nyunt said. “We 
have had a fruitful meeting, 
and have appreciated the 
NLD's acceptance of our 
offer of a meeting " 

The NLD, whose general 
secretary, Ms Suu Kyi. i a 
entering her second week 
outside Rangoon in a road- 
side protest against govern- 
ment restrictions on her 
movements, did not offer 
details of the meeting- Bui 
diplomats said NLD leaders 
were “cautiously encour- 
aged" by the meeting's lone. 
. -It's still early days, but 
f this could be a start." said 
one western diplomat. 

The meeting, came just 
days before on August 21 
deadline the NLD has set for 
the government to convene a 


parliament elected in 1990. 
The NLD won the election 
overwhelmingly but the mili- 
tary refused to honour the 
results. 

Many members of the mili- 
tary government remain 
Opposed to the NLD, Ms Suu 
Kyi and tbe general idea of 
political openness. State-run 
media yesterday reported 
tha t three top ministers 
urged civil servants to “anni- 
hilate” Ms Suu Kyi and her 
colleagues. . 

Some diplomats speak of a 
split between hardliners and 
Gen Khin Nyunt But many 
believe yesterday ’£ talks 
could not have taken place 
without some consensus 
within the junta. 

The most recent senior 
contact between the govern- 
ment and the NLD was last 
December. Since then, the 
NLD has rejected two simi- 
lar invitations, once as 
recently as last week, from 
the military, because they 
specifically excluded Ms Suu 
Kyi from the talks. 

The invitation to yester- 
day's meeting contained no 
such exclusions, but Ms Suu 
Kyi's inability to attend was 
likely to have been a factor 
allowing the meeting to take 
place, diplomats said. 

MS Suu Kyi is being vis- 
ited regularly at her road- 
side encampment by doctors 
believed to be acting as 
intermediaries between her 
and the NLD executive com- 
mittee. 


Power deal, Page 8 



Trade untonfato stand ttwrtr groond at Hyundai Motor's main ear factory as fears increase over a possftjfe police raid Reuters 

South Korean unions warn 
against police raid at Hyundai 


By John Burton in Seote 


South Korea’s militant trade 
unionists yesterday warned 
against action by 15,000 riot 
police set to evict striking 
workers from Hyundai 
Motor, the nation's biggest 
carmaker. _ 

Up- to 5,000 workers and 
their families have occupied 
Hyundai's, main production 
complex in the south-east 
city of Ulsan for a month, to 
protest at -job cuts. Officials 
suggested a police raid 
might be Imminent if a medi- 
ation effort today by ruling 
party MPs foiled to end tbe 
industrial .action. 

But neither side in the dis- 
pute seemed ready to com- 
promise. Hyundai’s manage- 
ment is insisting on firing at 
least 615 workers, while the 
union has ruled out job cuts 


and offered to accept lower 
wages and shorter hours, to 
maintain em p loy ment. 

The Korea Confederation 
Of Trade Unions, represent- 
ing 600,000 workers at Hyun- 
dai and other heavy indus- 
tries. said it would 
“Immediately launch contin- 
ued nationwide demonstra- 
tions in a comprehensive 
anti-government struggle” if 
a police attack was ordered. 

Analysts fear the Hyundai 
dispute may ignite national 
labour unrest. Unemploy- 
ment has risen to 7 per cent 
as Korea plunges into its 
worst recession since the 
1960s, but the nation lacks a 
secure social safety net 

The government believes a 
prolonged strike at Hyundai 
will damage Korea's econ- 
omy, with production losses 
already estimated at Slim, 


while discouraging needed 
foreign investment 

“The real issue is not job 
cuts, but whether Hyundai 
has made an effort to avoid 
redundancies. Management 
has to take responsibility for 
its mistakes,” said Lee 
Jae-in, a Hyundai union 
leader. The government has 
backed Hyundai's stance. 
“The redundancies were 
legal" and “the union has to 
accept that,” said Park Jle- 
won, presidential spokes- 
man. 

The Hyundai dispute is 
seen as a test of laws ending 
Korea's lifetime work guar- 
antees, since it is the first 
big industrial group to order 
job cuts. Hyundai Motor has 
had a reputation for labour 
strife, with strikes staged 
almost annually over wages 
and conditions since union* 


were legalised in 1987. 

Korea’s biggest industrial 
group has often resorted to 
strong-arm tactics in smash- 
ing strikes. Including 
requesting' a land-and-sea 
invasion by the police to 
eject workers occupying its 
Ulsan shipyard during a dis- 
pute In the early 1990s. 

Hyundai Motor said the 
job cuts were necessary, 
since domestic car sales 
have collapsed 50 per cent 
this year. It recently 
reported an interim loss of 
WonL2bn (SfflftOOQ). its first 
in nearly 20 years. 

A police assault on Hyun- 
dai would be a gamble far 
the government, with the 
possibility of women and 
children being injured as 
they confront 120 police com- 
panies backed by water can- 
non and tear gas. 


NEWS DIGEST 


NEW ZEALAND COALITION 


Shipley retains control 
after junior partner splits 

New Zealand's governing coalition tore itself apart last 
night after 20 months, leaving a triumphant Jenny Shipley 
in control as prime minister. 

Mrs Shipley said late last night that she would lead a 
minority National government into the next elections, likely 
to be held earty next year. 

Earlier she had succeeded In splitting New Zealand First, 
the junior coalition party, Into two factions by persuading 
eight of its 16 MPs to desert Winston Peters, their former 
leader, and support her government on issues such as 
confidence and money supply. 

This will give National a majority of 61 MPs In the 120- 
seat parliament But Mrs Shipley’s Immediate future looks 
unsettled as her support relies on a disparate group of 
extreme rightwingers, Independents, centrists, a leftwinger, 
and Maori MPs determined to promote their people. But 
their support means Mrs Shipley can stay In power until at 
least next February when parliament wffl vote on its next 
supply or finance bill. Terry Hall, Wellington 
Editorial comment, Page 13 

HONG KONG ECONOMY 


Unemployment rises to 4.8% 

Unemployment in Hong Kong continued to climb last 
month, reaching 4.8 per cent in the three months to July 
and adding to the economic malaise. The figures, released 
just after the market closed, compared with 4.4 per cent 
over the rolling three months to June, marginally better 
than the 5 per cent forecast by private sector economists. 

On the stock market, where investors had their first 
opportunity to trade following Friday’s government inter- 
vention, share prices dosed steadier - helped, dealers 
said, by continued government buying of blue chip stocks. 

Three-month interbank rates, the benchmark for corpo- 
rate loans, closed yesterday at around 12 per cent, about 
one percentage point higher than the dose on Friday. 

Fears of a mass attack on the Hong Kong dollar, tiie last 
of Asia's important freely convertible currencies to remain 
fixed, prompted the government on Friday to use foreign 
exchange reserves to buy Hong Kong shares. 

Louise Lucas, Hong Kong 


ASIA CRISIS 

Warning on prostitution 

More women and children wffl become prostitutes as pov- 
erty and unemployment increase In Thailand, Malaysia, 
Indonesia and the Philippines. 

The warning comes from a report on the commercial sex 
Industry In south-east Asia, published by the Geneva- 
based international Labour Office. ‘From the evidence we 
had during the recession of the mid-1980s, when women 
tost Jobs in manufacturing and other service sectors, it is 
very likely that the economic crisis will lead to an increase 
in prostitution,” said Lin Urn, editor of the report Wages in 
the industry ware substantially higher than those in other 
unskilled professions, the report noted. 

it also confirmed the view that prostitution contributed 
significantly to south-east Asian economies and estimated 
the four countries' sex sector accounted for up to 14 per 
cent of gross domestic product Justin Marozzl, Manila 


ms 


ee 

£ 


P. 

ng 


iu- 

er 

s 

en- 

ss 












4 


FINANCIAL TIMES WEDNESDAY AUGUST W 1*^8 


THE AMERICAS 


CLINTON CONFESSION PUBUC WANTS INVESTIGATION DROPPED □ FINAL RESOLUTION LIKELY FROM C ONGR ESS 


Be ginning of the end for the president? 


By Marie Suzman in Washington 

M... 

It Is not the end. bat it may 
mark the'- beginning of the 
end. 

President. Bill Clinton’s 
historic admission that be 
had a relationship that was 
"not appropriate" with Mon- 
ica Lewtfisky. a former 
White House worker, brings 
to a close seven months of 
tawdry speculation that has 
simultaneously fascinated 
and disgusted the American 
public. 

But although polls indi- 
cate the public feel the 
investigation should now be 
dropped, in practice the 
scandal is soon likely to be 
thrust into the bands of Con- 
gress for final resolution, 
and opinion on Capitol Hill 
remains far less clear cut. 

While some of Mr Clin- 
ton's most ardent defenders 
have already said they: 
accept the' president’s' state- 
ment, many leading Demo- 
crats have- so Jar- remained 
conspicuously' silent on the 
matter. 

Meanwhile, even moderate 
Republicans suggest that the 


fact -that the president bad 
deliberately misled the coun- 
try with his previous denials 
of an affair makes it more 
likely Congress will have to 
address formally the matter 
in some way. 

Exactly what form or tim- 
ing such action takes will 
depend heavily on the final 

Many leading 
Democrats have 
so far been silent 
on the matter 


report being prepared by 
Kenneth Starr, the indepen- 
dent counsel leading the 
investigation. 

"Until we’ve seen Judge 
Starr's report, I don't frankly 
think we know very much,” 
observed Newt Gingrich, 
House speaker yesterday. "It 
is very premature for anyone 
to make any judgment pro or 
con until we've actually had 
a chance to review the 
report." 


At the very least, however, 
Mr Starr's report is now 
likely to accuse the presi- 
dent of perjury. 

While David Kendall. Mr 
Clinton's personal lawyer, 
said Mr Clinton had given 
"candid but not detailed" 
answers to ' prosecutors’ 
questions during his testi- 
mony and the president 
insisted he had been “legally 
truthful" in his previous 
denials of an affair, there 
remain many inconsisten- 
cies. 

For example, Mr Clinton 
had previously said in the 
civil suit brought by Paula 
Jones alleging sexual harass- 
ment when he was governor 
of Arkansas that he could 
not remember being alone 
with Ms Lewinsky. This 
statement seems incongru- 
ous now that he has effec- 
tively admitted some form of 
sexual relationship. 

Nevertheless, if perjury in 
a civil suit that has already 
been dismissed is the most 
serious accusation Mr Starr 
turns up, then the political 
implications could be rela- 
tively mild. 


While some rightwing 
Republicans- have said they 
believe that would be 
enough to trigger impeach- 
ment proceedings - former 
vice-president Dan Quayle 
has already called on Mr 
Clinton to resign - in prac- 
tice Congress is reluctant to 
take such a serious coarse of 
action, particularly In an 
election year. 

More likely is a formal 
vote of censure whereby 
Democrats and Republicans 
alike could express their dis- 
approval of Mr Clinton’s 
actions while indicating they 
do not believe be committed 
any crimes serious enough 
to be forced out of office. 

But during the course of 
his testimony, the president 
reportedly refused to answer 
several of the prosecutors’ 
questions. 

In doing so, he left some 
key issues unresolved, 
including any role he may 
have had In persuading Ms 
Lewinsky to hand over gifts 
be had given her to Betty 
Currie, Mr Clinton’s per- 
sonal secretary, so she could 
not be made to band them 


over to prosecutors. 

Mr Clinton did, thougb. 
explicitly deny he bad asked 
anyone to "lie, to hide or 
destroy evidence or to take 
any other unlawful action" 
that may yet lead to more 
serious charges of suborna- 
tion of peijury and obstruc- 
tion of justice. 


The case has 
fascinated and 
disgusted the 
American pubGc 


Given Mr Clinton’s com- 
bative tone and direct criti- 
cism of Mr Starr in his 
address, many analysts sus- 
pect he has given up any 
hope of placating the inde- 
pendent counsel and is 
'instead seeking to bolster 
public opinion in anticipa- 
tion of a new set of legal and 
political battles over coining 
months. 

If his personal popularity 
remains high, the White 


White House may 
face another probe 


By Richard Woffle 
in Washington 

The Whife House faced the 
renewed prospect of defend- ' 
log itself against another 
special prosecutor yesterday 
as the Justice Department 
reviewed allegations of 
improper fundraising during 
the 1996 presidential elec- 
tion. 

Justice Department offi- 
cials are reported to be re- 
examining accusations of 
campaign finance abuses by 
A1 Gore, vice-president, in a 
series of telephone calls from 
the White House. 

The review comes as Janet 
Reno, attorney-general, 
takes the final steps in decid- 
ing whether to reverse her 
decision not to appoint an 
independent counsel into the 
campaign finance charges. 

Republicans have placed 
Ms Reno under intense pres- 
sure to name a new prosecu- 
tor. A House of Representa- 
tives committee voted this 
month to begin contempt 
proceedings against Ms Reno 
for withholding confidential 
documents in the Justice 
Department's investigation. 

The internal documents - 
one from the Federal Bureau 
of Investigation, the other 
from the department's own 
campaign finance taskforce 
- recommended there was 
enough evidence to appoint 
an independent counsel. If 
the frill House votes in line 


with the committee, Ms 
Reno could, face a court fine 
and jail sentence. 

Ms Reno defended her 
decision to keep the internal 
memos secret by accusing 
Republican congressmen of 
“political tampering" with 
the investigation. "Prosecu- 
tion in America must he free 
of political influence." 

However, Republicans 
accase Ms Reno of refusing 
to name an independent 
counsel in an attempt to pro- 
tect the embattled White 
House from further scrutiny. 
Congress has already held 
extensive hearings into alle- 
gations that illegal foreign 
funds were contributed to 
the Democratic party. 

Mr Gore and other officials 
are accused of breaking fed- 
eral rules by making fund- 
raising calls from the White 
House. The charges have 
been strongly and repeatedly 
denied by the vice-president 

Other accusations centre 
on Harold Ickes, the close 
adviser to President Clinton 
who helped to manage the 
election campaign two years 
ago. Mr Ickes denies claims 
that he committed perjury 
before the senate last year. 

Ms Reno rejected calls for 
an independent counsel last 
year, although she found Mr 
Gore had called 45 potential 
donors from the White 
House. She found the 
vice-president had raise only 
"soft money" for general 


campaigning, rather than 
"hard money" for individual 
candidates, which would be 
illegal on federal property. 

Mr Gore was unaware that 
the money ended up in a 
Democratic account for hard 
money, the attorney-general 
said. Even with substantial 
evidence, the Justice Depart- 
ment rarely prosecutes such 
violations. 

The Clinton administra- 
tion has faced seven Inde- 
pendent counsels investiga- 
ting alleged wrongdoings, 
including Kenneth Starr's 
Inquiry Into the Monica Lew- 
insky sex scandal- 

In May the latest indepen- 
dent counsel was appointed 
to investigate allegations 
that Alexis Herman, labor 
secretary, raised Illegal cam- 
paign contributions and 
used her influence to win 
business for friends. Ms Her- 
man denies the accusations. 

The ' campaign finance 
investigation, which was 
launched in late 1996. has 
already brought several 
charges against the central 
figures in the scandal sur- 
rounding the last presiden- 
tial election. 

Last month Pauline Ran- 
ch an alak, a Thai citizen, 
became the latest figure to 
face charges, when she 
pleaded not guilty to chan- 
nelling $679,000 of illegal 
funds into the Democratic 
National Committee and var- 
ious candidates' funds. 
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Washington watch: passars-by in New York's Times Square watch President Bffl CSntan’a address to 
the nation on a giant television screen 


Markets relieved drama is ‘out of the way 


By John Labate in New York 

US financial markets 
yesterday largely shrugged 
off President Clinton's tele- 
vised admission of an inap- 
propriate relationship with 
Monica Lewinsky, with the 
midday Dow Jones Indus- 
trial Average more than 100 
points higher at 8,683.24. 

"At least the stonewalling 
is over,” said Larry Wachtel, 


market analysts at Pruden- 
tial Securities. “I don't think 
Wall Street thinks the presi- 
dent will go under on this." 
Investors seemed little con- 
cerned about short-term fal- 
lout nor bothered by reports 
the president could be railed 
for further testimony. 

His revelations, heard by 
the nation on Monday night, 
were already priced into a 
nervous stock market ana- 


lysts said. His comments 
came as little surprise to a 
nation primed by press 
reports and talkshow analy- 
sis. "It was basically a relief 
to get it out of the way," said 
Warren Epstein, director of 
trading at Richard Rosen- 
blatt & Co in New York. 

Last week, leaks that the 
president would admit to the 
affair swirled around Wash- 
ington an d the nation, filling 


the airwaves with discussion 
of what he might say in his 
grand jury testimony. 

On Monday afternoon, 
when the president gave 
more than four hours of tes- 
timony, stocks were in the 
grip of a sharp rally, 
rebounding after weeks of 
fells. By Monday's close, the 
Dow had gained more than 
149 points, while speculation . 
continued to grow as to 


whether Mr Clinton would 
make a televised address. 

For weeks, speculation on 
his testimony was one of 
several factors to weigh on 
stocks since their mid-July 
highs. But concerns about 
corporate profits and the 
impact of global economic 
uncertainties were seen as 
the Tnain reasons behind the 
recent market pullback. 

Analysts thought Russia's 


rouble devaluation a bigger 
factor for the market this 
week. 


Yesterday, the market con- 


fronted new issues, includ- 
ing a Federal Reserve board 
meeting to decide Interest 
rate policy, the latest trade 
and inflation figures, and 
computer companies’ earn 
fogs releases. 


World Stock Markets, Page 34 


NEWS DIGEST 



House hopes Republicans 
will be deferred from taking 
the matter' forward for fear It 
will damage them at the 
polls. 

But if Mr Starr does for- 
mally accuse Mr Clinton of 
more - serious criminal 
wrongdoing, then even mod- 
erate Republicans .such as 
Orria Hatch, chair of the 
Senate Judiciary committee, 
say Congress, would have 
little . choirs hut to set 
Impeachment proceedings in 
motion. 

Mr Clinton has already 
angered Mr Hatch by attack- 
ing the length and expense 
of Mr Starr’s investigation - 
Mr Hatch agoing that the 
probe was extended by seven 
montire ftpffifris e Mr riimtnn 
foiled to come dean in the 
first place. 

And whatever the wishes : 
of the public, given the pau- 
city of time left before the 
elections and the gravity of 
the charges Involved, ] 
impeachment proceedings 
would all but ensure the 
scandal drags on into next 
year before any final resolu- 
tion is reached. 



Hearings on industrial 
magnet maker postponed 

The Ontario Securities Commission postponed 
indefinitely hearings Wo the finances oS VBM Maspwx 
international, the Industrial magnet maker, raising the poa- 

afoHBy ih« me company’s shares may never trade agon *> 

• Canada, ■ . . r 

■ The OSC said late on Tuesday that hearings would not 
beheld until YBM files audited financial statements, aw 
added that a temporary oeese-trade order Issued m May 
would remain in place untfl frearings ware condudeo. 

The ctompany'sJttKltorsi Defoftto & Touche, resign«f (n 

June saying they could not ensure that the company s 
1997 financial results ware free from error and fraud. 

YBM has since ^ unsuccessfully to find a newo^t- 

tor. Ns business operations span North America, eastern 
Europe and Russia and only a handful of large mtema- 
ticmal accounting firms would have the ca p a bflffl es to do 
such a thorough audit Edward AkJen, Toronto 

FEDERAL RESERVE 


Interest rates unchanged 

The US Federal Reserve left interest rate unchanged yes- 
terday after the regular private meeting of Ns main poticy- 
settihg committee as consumer price inflation figiues for 
-Jirtv showed price rises continuing subdued. The Federal 
Open Marked: Committee’s decision was widely antici- 
pated. The Fed has not changed interest rate since 
March last year, when the benchmark overnight loan rate 
. to banks.was raised a quarter point to 5i> per cent. 

• The consumer price index. rose 0.2 per cent In July, after 
adjustment for seasonal variations, following a 0.1 per cent 
rise, in June. The rate in the year to July was unchanged 
on the previous month at 1.7 per cent The core rate, 

. minus the volatile food and energy components, also rose 
02 per cent In July against D.1 per cent to the prior 
month. 

Vehicle prices rose 0.4 per cent, reflecting in part a 
shortage arising out of the General Motors strike, while a 
3 2 per cent rise in airline fares contributed to a 0.3 per 
cent increase In transportation prices. On the other hand, 
apparel prices dropped by 03 per cent The US registered 
■ an unexpected drop ta $14.2 bn In the trade deficit in 
goods and services in June, compared with SIS.Sbn in 
May. Stephen Frdler, Washington 

ARGENTINE RADAR TENDER ROW 

Menem asked to intervene 

Italy's state-owned Aienla Difesa has asked Argentine 
president Carlos Menem to intervene in a controversial 
$1 85.3m radar tender following allegations by the Italian 
company that officials in the ministry of defence manipu- 
lated the tender to favour rival bidder US-based Northrop 
Grumman Overseas Service Corp. 

The Italian prime minister, Romano Prod, and Italy's 
ambassador to Argentina, Giovanni Jannuzzi, are calling 
for transparency in the tender following allegations by Ata- 
ri ia that the government deliberately removed official docu- 
mentation In order to exclude the company from biddng. 

AJenia said two preliminary reports qualifying the bidders 
on a technical bass were removed from the tender file. 

The technical reports placed Aienla first In the bidding, fol- 
lowed by Northrop Grumman and France's Thomson CSF, 
white foe forth bidder, Raytheon, did not qualify. Two 
weeks later the qualifications were revised, placing North- 
rop Grumman ahead of Aienla, said the company. 

Andrea Mandel-Campbefl, Buenos Aires 


CANADA 


Trade surplus increases 

A sharp drop in car part imports, a result of the General 
Motors strike, tad to a 16 per cent rise in Canada's mer- 
chandise trade surplus in June. The trade balance in June 
stood at C$1.5bn (US$1 bn), up C$21 3m from May. It was 
the second consecutive monthly Increase fri the balance. 
June imports dropped 0.8 per cent from May to C$24.5bn 
as the GM strike led to plant closures in Canada. Exports 
inched up 0.1 per cent to C$26bn. 

A 7.4 per cent fall in car product exports negated a 
strong performance in exports of industrial goods, as well 
as machinery and equipment 

Despite foe small gain in exports In June, the trend was 
fiat for the second quarter after a slight fall in the first 
three months. Scott Morrison, Toronto. 


On the web today 

• Clinton: What the internet thinks • YBM 
probe - further coverage # Venezuela: 
Investigation into ‘plot 1 claim by Chfivaz 
http^/www.ftcom/americas 


Cardoso landslide unlikely 
to ensure free political hand 


imam mg in Mourn, President leads in opinion polls 


Elections in Brazil are won 
and lost in S&o Paulo, Rio de 
Janeiro and Minas Gerais. 
The three south-eastern 
states are the country's 
political and economic 
engine room, with 60 per 
cent of the country's gross 
domestic product, 40 per 
cent of the population and 
169 of the 513 deputies in 
Congress. 

When Brazilian electors go 
to the polls on October 4, 
Fernando Henrique Cardoso, 
the president who is running 
for re-election, is expected to 
carry all three. However, if 
the opinion polls are to be 
believed, bis allies in the 
same states face an. uphill 
struggle in elections for state 
governors and federal depu- 
ties which will take place on 
the same day. 

Even if Mr Cardoso wins 
by a landslide in the presi- 
dential poll, the result of the 
other votes in these three 
key states could have a large 
impact on the coherence 


Fernando Henrique Cardoso, 
Brazil's president, had a 
commanding lead in the 
opinion polls yesterday as 
esanpaigning began in 
earnest for October’s 
general elections with the 
start of free television time 
for candidates, writes Geoff 


of his second mandate. 

In 1994, when Mr Cardoso 
swept to power on the back 
of the then recently 
launched Real plan, mem- 
bers of his Social Democratic 
party (PSDB) won the gover- 
norships In all three states - 
Mario Covas in SSo Paulo, 
Marcello Alencar In Rio de 
Janeiro and Eduardo Azer- 
edo in Minas Gerais. 

This time, with the start 
yesterday of TV campaign- 
ing, all three are trailing 
badly. Mr Covas scored only 

11 per cent in the most 
recent poll, a poor third 
place. In Rio de Janeiro Mr 
Alencar has decided not to 


Dyer. A poH by Datafoiha 
published yesterday gave Mr 
Cardoso 42 per cent of the 
vote, a lead of 16 
percentage points over Luis 
Infido Lula da Silva, of foe 
lettering opposition. Ciro 
Gomes, a former finance 
minister, scored 7 per cent 


run at all: his chosen succes- 
sor. Luiz Paulo Correa da 
Rocha, registered a meagre 3 
per cent in a poll last week. 
Mr Azeredo In Minas is far- 
ing the best of the three, but 
even he is 8 percentage 
points behind the leader. 

Given Mr Cardoso’s com- 
manding lead In the polls for 
most of the last year, the key 
question for investors has 
become not who wili win the 
presidential election but 
what sort of platform will 
the victor have to approve 
the vital economic reforms. 

In particular, how big a 
chunk will Mr Cardoso be 
able to take out of the bud- 


get deficit, now 7 pa* cent of 
GDP in the last 12 months, 
in the first year of his sec- 
ond term? 

The governors of the three 
big states can have an 
important influence on this 
agenda. Although political 
patronage at state level has 
decreased in recent years 
with the privatisation of the 
power and telecoms sectors 
and the state banks, gover- 
nors still control appoint- 
ments in large parts of the 
public bureaucracy, notably 
education and tax-collection. 
These types of Jobs are cru- 
cial for building a local polit- 
ical support base. 

“Governors can have more 
influence over events In 
their state than the presi- 
dent," said David Fleischer, 
a political scientist at the 
University of Brasilia. 

While governors do not 
control the congressional 
delegations from their states, 

political analysts believe 
their powers of patronage 
allow them to swing a num- 
ber of deputies for important 





Brazil: mixed mandate ahead 








Femur Prcs'nStr.t itatnar Frame. President Henrique Carc’csa end Sjo Paula Governor Mario Cov 



votes. Given the close nature 
of many of the votes on the 
government's more contro- 
versial economic reforms, 
this leverage can be a deci- 
sive factor. 

According to the opinion 
polls the governor in each of 
the three big states could 
cause problems for Mr Car- 
doso. 

In Sfio Paulo the front-run- 
ner, Francisco Rossi, is a rel- 
atively unknown figure from 
the leftish opposition Demo- 
cratic Labour party (PDT). 
The other leading candidate. 
Paulo Maluf of the right- 
wing Progressive party 
(FPBj, is in theory a Cardoso 
ally. However, his highly 
populist instincts combined 


with a burning desire to run 
for the presidency could 
make Governor Maluf a 
fickle friend. 

In Rio. another PDT candi- 
date, Anthony Garotinho, is 
leading the polls, while Ita- 
mar Franco, the former pres- 
ident, is the favourite in 
Minas. Mr Franco used to be 
a close political friend of Mr 
Cardoso and chose him as 
his successor, but relations 
cooled earlier this year when 
he tiled unsuccessfully to 
get his party, the PMDB, to 
allow him to run against Mr 
Cardoso for the presidency. 

. Mr. Cardoso, can also 
expect little relief in the elec- 
tions for the lower house of 
Congress.- With the candj. 


dates from his party doing so 
poorly in the gubernatorial 
races, it is likely that the 
PSDB delegation in Congress 
will suffer. And while other 
parties In his coalition, nota- 
bly t he ri ghtwing -Liberal 
Front (PPL), are expected by 
analysts to make gains, so 
too is the leftwing opposi- 
tion. 

“The post-election situa- 
tion In Congress for Mr Car- 
doso wffl be similar to before 
- that is, difficult," said Boli- 
var Lamounier, a political 
scientist. 

If Mr Cardoso ends up fee- 
ing a more hostile Congress 
with weaker support in the 
states, he will have to tailor 
his second-term strategy for 


attacking the fiscal deficit. 
Analysts believe he would 
then fry to push through as 
much legislation as possible 
in the months before the 
new Congress convenes in 
January, notably pension 
reform and implementation 
of civil sendee reform. 

He might also be more 
wining to push for a special 
constituent assembly next 
year, which would make it 
easier to pass constitutional 
amendments (whether this 
would require approval In a 
referendum Is on open ques- 
tion). For Mr Cardoso knows 
that a comfortable victory in 
October will not in itself 
guarantee him the political 
room he needs. 
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Sales reached DM 40 billion in the hist half of 1998, matching the previous year’s level. Adjusted 
for divested businesses, sales grew about 6% Pretax income rose 14.7% to DM 2493 million. 
Adjusted for extraordinary items, pretax income was 9.1% down. Consolidated net income (after 
taxes and minority interests) rose 10.8% to DM 1291. million. 


DM in millions 

Jan.l-June 30,1997 Jan.l -June 30,1998 

Change 

Sales 


39,680 

40,013 

+ 0.8% 

Pretax Income 


2.260 

2,593 

+14.7% 

Consolidated Net Income 


1,165 

1,291 

+10.8% 

Investments 


4,576 

3,022 

-34.0% 

Personnel (Dec. 31,1997/June 30,1998) 

129,960 

124.095 

- 4£% 


EARNINGS DEVELOPMENT 

The rise in earnings during the first six months of 1998 was due to gains from divestments at 
VEBA AG as well as the Chemicals and Distribution/Logistics Divisions. While some of the 
results from the- Electricity Division, Huls’ chemical activities, the Oil Division and Real-Estate 
Management showed considerable improvement, the startup losses in the Telecommunications 
Division as well as the high operating losses and restructuring costs at MEMC held down 
earnings significantly. 

OUTLOOK 

For the VEBA Group, 1998 is a year of extensive reorientation and restructuring in nearly all 
divisions as well as further portfolio changes. These measures are expected to be completed by 
the first half of 1999. 

For the full year 1998 we expect Electricity, Hills' chemical activities. Oil and Real-Estate 
Management to be able to increase pretax income compared to the previous year, even adjusted 


for extraordinary book gains. Preparations for the merger of Huls and Degussa are on schedule. 
The merger is expected to be completed early 1999. This move will take the Chemicals Division 
into a new dimension. 

In Distribution/Logistics we expect pretax operating earnings to reach the previous year's 
magnitude. Stinnes is pressing ahead with the further restructuring of the business portfolio in 
preparation for the planned flotation. This may adversely impact earnings in 1998. 

MEMC is expected to again make high operating losses in the second half of 1998 due to the 
dramatic drop in silicon wafer prices. We are implementing an extensive restructuring program 
to overcome the significant decline in earnings. The stake in MEMC will be directly managed by 
VEBA in the future. 

In Telecommunications, we expect startup losses for the year as a whole significantly above the 
previous year’s levels. We will lose no time in implementing the organizational and personnel 
measures necessary for the further development of our strategy. 

Overall we therefore currently expect pretax earnings for 1998, including gains from divestments, 
to match the previous year’s magnitude. Consolidated net income will be significantly below the 
previous year’s figure, since losses incurred by MEMC will not reduce tax expenditure until the 
tax loss carryforward can be offset against income in subsequent years. 

If you require further information, we shall be pleased to send you our Interim Report for the first 
six months of 1998. VEBA AG, Corporate Communications, Bemiigsenplatz l D-40474 Dusseldorf 
(Germany), Freephone ++800- 8522- 0000, Fax +449-211-4579-532 or Internet: www.veba.com 
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EMBASSY BLASTS SECRETARY OF STATE PROMISES AID AND ACKNOWLEDGES US STAFF MISHANDLEO AFTERMATH OF BOMBINGS 


Albright tries to mend fences with Kenya 


By Midiela Wrong la Nairobi 

Madeleine Albright, US 
secretary of state, yesterday 
sought to repair some of the 
damage done to US relations 
with Kenya by the August 7 
embassy blast. She pledged 
financial help and acknowl- 
edged American personnel 
mishandled what followed 
one of the worst peacetime 
bombings in history. 

“AJ legations of callousness 
are wrong. There was 
anguish about the after- 
math." Mrs Albright insisted 
after laying a wreath on a 


memorial erected at the site 
where scores died under a 
collapsing office block. But 
she added: "We cannot say 
we acted perfectly. There 
were misunderstandings." 1 

Standing alongside Bon- 
aya Godana. Kenyan foreign 
minister, she said the US 
a dminis tration would ask. 
Congress to grant “substan- 
tial” emergency funds to 
Kenya and Tanzania, where 
a similar bomb exploded 
almost simultaneously. 

She flew in from Dar Es 
Salaam, where she inspected 
the crates’ left by that blast 


and visited victims at a med- 
ical centre. “America is very 
proud of you. all of yon 
Americans and Tanzanians. 
I am truly in the presence of 
heroes,” she told embassy 
staff. 

Her words, like the light- 
ning one-day mission itself, 
were clearly aimed at heal- 
ing links with two key Bast 
African allies dented by the 
explosions in which 257 
people died. 

Washington's Image in 
Nairobi has taken a particu- 
lar hammering. Local media 
accused US marines of ignor- 


ing Kenyans trapped in the 
collapsed building to focus 
on embassy personnel, and 
lambasted Prudence Bush- 
nell the US ambassador, for 
saying looters swarmed into 
the legation in the moments 
after the blast. 

Although it has since been 
withdrawn, a US travel advi- 
sory warning Americans to 
stay away from Tanzania 
and Kenya, who rely on 
tourism for a large share of 
foreign exchange earnings, 
was regarded by many 
residents as the final 
straw. 


In a strident editorial- (he 
East African Standard news- 
paper yesterday called fur an 
unconditional apology from 
Mrs Albright, and demanded 
that the US shoulder some of 
the Nairobi repair work, 
which President Daniel a rap 
Moi has estimated at more 
than $5Q0 ul 

“A visit alone without any 
tangible material help and 
mere condemnation of the 
terrorists will not do.” it 
said. 

The cboros of criticism 
has forced Washington to 
moderate its stance towards 


the Kenyan government, on 
suur terms with ' foreign 
donors since aid was fr TW” 
last year because of Mr Molls 
perceived failure to crack 
down on cor ru p ti on. 

Mis Albright's visit breaks 
with a pattern of avoidance 
established by US dign it aries 
including Pre si de n t BH1 CHn- 
ton. . 

High-profile visitors to 
Africa hm hi recent years 
pointedly sidestepped Kenya, 
once an o W gate y stop on 
any top-level tofctr, tarisMhg 
their ’attenuate instead on 
neighbouring Uganda. - 


Sanctions lesson 
tells on children 
of Saddam City 

Two decades of war and UN sanctions 
have left the Iraqi education system in a 
sorry state, reports Roula Khalaf 


T he Zarkaa school for 
girls in Saddam City is 
only five years old, but 
walls are crumbling, and the 
desks have fallen apart 
Cardboard cavers the bro- 
ken glass in the windows, 
the library shelves are 
mostly bare and children sit 
on cracked floors to read. 

The tea cher s, earning 3,300 
dinars a month - just over 
$2 - give lessons unenthu- 
siastically in sweltering 
heat. Zarkaa - Arabic for 
“blue” - is colourless, except 
for the pictures of President 
Saddam Hussein and his say- 
ings on the school's walls. 
“The pen and the rifle have 
the same ends,” reads one. 

No wonder then, that 
about 100 of the school's 600 
girls do not show up for 
class, and the teachers, 
whose salary barely covers 
their travel costs, have little 
appetite for teaching. 

Saddam City is an over- 
crowded Baghdad neighbour- 
hood where the countryside 
seems to have invaded the 
city. Sheep graze beside 
roads carrying donkeys and 
carts as well as cars. 


After a decade of war and 
nearly eight years of United 
Nations sanctions. Zarkaa 
school is no worse than 
schools across the country. 

According to a 19% survey 
by the United Nations Chil- 
dren's fund (UnicefV, only 87 
per cent of Iraqi children 
enroll in primary schools - 
down from 100 per cent 
before the Gulf war. And, of 
those who enroll only 58 per 
cent finish primary school 
Many are sent to work or 
beg on the streets. Teachers 
are also dropping out. espe- 
cially in poor neighbour- 
hoods where they cannot 
supplement their incomes 
with private lessons. 

“The wastage in primary 
education is enormous, " 
says Gloria Fernandez, edu- 
cation project officer for Uni- 
cef In Baghdad. “Combine 
two wars and an embargo 
and one day you wake up 
and six years have gone by - 
that’s a whole primary cycle 
- and then you realise that 
the education system has 

collapsed." 

It might not be so dra- 
matic if Iraq had been a poor 



with the outside world and 
know 11 trie of research ami 
developments In overseas 
universities. The regime, 
afraid that Iraqis who leave 
would not return, prevents 
experts tram-traweffing. Not 
that many can aflbrd'a trip, 
having bo pay up to 400000 
dinars - a fortune by Iraqi 
standards - to crass the bor- 
der. / 

The only pocket of private 
Initiative in education has 
been the estaH&hment of a 


Little learning: chHdran da their work on the floor at a school in Saddam City which has r>o funds for 
desks, books and other materials AP 


country and had given little 
attention to education. But 
in the late 1970s, an oil-rich 
authoritarian system with 
aggressive ambitions had 
put emphasis on education, 
pushing literacy rates by the 
end of the 1980s to as high as 
95 per cent Now, enrolment 
and drop-out rates put Iraq 
almost at the bottom of the 
scale in the region, with only 
Yemen lower. 

The deterioration started 
with the 1980-1988 Iran-Iraq 
war. Improvements slowed 
down, maintenance was 
halted, and teenagers In 
rural areas, for example,' 
were called up by the army 
and never finished school. 
Girls, too, were being pulled 
out of school by the time 


they reached the age of Id 

Shortly after the the 
1990-1991 Gulf war, many 
schools, like Zarkaa, were 
built, in spite of the UN 
sanctions. But none has 
been maintained, as the edu- 
cation ministry's budget 
dried up. Because education 
depended totally on the 
state, which also imported 
everything from books to 
teachers' aids, the sector 
found few mechanisms to 
adapt to UN sanctions. 

A totalitarian attitude 
toward education had also 
made it heavily geared 
towards high technology, 
with little attention to per- 
sonal initiative or teaching 
methods. “The technology 
collapsed and left nothing 


behind," says Ms Fernandez. 

Higher education is also 
suffering. A country which 
used to teach umvereJty stu- 
dents from all over the Arab 
world has been starved of 
books and research materi- 
als for eight years, in addi- 
tion to the collapse of the 
infrastructure. 

At the Mustansiria Univer- 
sity. Qaus Jamil a physics 
professor, says his greatest 
need is for a working photo- 
copier as the university can- 
not obtain spare parts for its 
copiers. “You do not realise 
how important a photocopy 
machine is, it is essential 
when books are lacking," he 
says. 

Professors are stuck in the 
1980s, having no contact 


- of them set up under sanc- 
tions by unions or profes- 
sional associations to cater 
to students whose grades do 
not altew them to enter state 

uiiiw n ttU asi ’■ 

At the college for higher 
economic studies in Bagh- 
dad. the desks are new and 
more classrooms are being 
built. But only a fraction erf 
Iraqis can afford to pay the 
35,000 dinars a year tuition 
fees. And only business stu- 
dents have access to the 
ancient computers. “Could it 
be possible that I hove heard 
about the internet but I 
haven’t ever seen It? Is it fair 
that rm not sure what it to?" 
complains Mohamad Taqa, 
the college dean 
UN officials say there Is 
some hope that the deterio- 
ration in education can be 
halted. Under the current 
phase of the afl-far-fbod deal 
under which Iraq is allowed 
to sell up to $59bn of oil 
every six months to buy 
humanitarian supplies, 
flOOm has been allocated to 
education. Utricef says it is a 
far cry from what is required 
to meet bask n eed s. 


NEWS DIGEST 


COMBO CIVIL WAR 

Mugabe leads attempt to 
shore up Kabila forces 

Zimbabwe yesterday was 

mffitary aid far the embattled P«wdart of theDemocraw 
Republic of the Congo, as rebel forces said they were 
advancing on Mbenza Ngungu, a g«n®on town 
south-west of Kinshasa. 

Diplomats and officials said Robert Mugabe, the 
bwean president, was trying to arrang e a he ads o 
summit this week to hammer out a poetical and mMaiy 
package to help Congo's President Laurent 
- On Monday, Zimbabwe’s defence minister Move" 
Mahacht denied ctebms by rebels that Mr Mugabe s gov- 
ernment was arming Mr Kabfla. 

Zfimbten offfcWs said regional leaders were divided. 
Many doubted the vrabffity of such intervention iina coun- 
try far larger than western Europe. Reuters, Mataw 

IRAQ QU. 


Sales well below target 

The UN said yesterday Iraq had sold $l.06bn ofoflj agnai- 
Brig that exports would fad wefi short of an expected S4bn 
in the period running from May 30 to November 25. 

Under the UN "oB-fbr-food” plan, Iraq can export 
: of oB every sbt months In exchange for food and medione. 
To alleviate the plight of the Iraqi population, hard hit by 
sanctions, the Security Council last February more than 
'doubled the amount of oil Iraq could sell. But Baghdad 
says It cannot sell the amount because oil prices haw 
faBen so much and its oli industry fcs in a poor state of 


The UN aim had been to Import enough food to allow 
Iraqis 1 dally calorie Intake to Increase from 2,030 to 2.268. 
Last month, the food basket was completely full with 
2,030 calories, John Mills, spokesman for the programme, 
said yesterday. Laura Sifter 


WATER DISPUTE 


Sharon rejects accusations 

Palestinians and Israeli peace activists yesterday accused 
Israel of causing a severe water shortage in the West Bank 
and Gaza Strip during an extraordinarily hot summer. 

Ariel Sharon, Israel’s infrastructure minister, rejected the 
charges and said Israel was supplying more than the 
agreed water quotas. But Palestinian officials insisted that 
a black -market for chinking water had sprouted in some 
Pa le stini a n areas, while Jewish settlements had been 
receiving enough water for ail their needs. 

Jordan is also suffering from a water crisis, caused by 
the heatwave and pollution of a main source. The shortage 
has led Jordan to import water from Syria and Saudi 
Arabia, and Munzir Haddadin resigned his post as water 
minister last week after criticism for his handling of the cri- 
sis. Israel and the Palestinians agreed in interim 
peace accords to discuss control of water sources in 
negotiations on a permanent peace agreement along with 
the most difficult disputed issues such as the status of 
Jerusalem and the Jewish settlements. 

Some pofitical analysts believe toe regional shortage of 
water wW become a focus of Middle East conflict in the 
future. Avi Mactilis, Jerusalem 


WORLD TRADE 


CAPITAL FLOWS 57% REDUCTION IS NEW BLOW TO SOUTH-EAST ASIA 


Japanese set for big cut in investment abroad 


By Gfilian Tett in Tokyo 

Japanese companies are 
expecting to cut overseas 
direct investment by 57 per 
rent this year, dealing a new 
blow to south-east Asia 
where Japan has tradition- 
ally been the largest inward 
inv 1 * 

A i.»y by the economic 
planni agency has found 
that Japanese companies 
pkm lu spend a mere 
Yi.:nobn t$8.wbn) on foreign 


direct investment in fiscal 
1998, partly in response to 
the recent Asia crisis and 
the falling yen. 

With Japanese companies 
planning to cut their spend- 
ing plans in almost all 
regions, apart from China, 
the reduction could also 
affect other areas, such as 
the UK, which has also 
received considerable Japa- 
nese investment. 

The EPA survey, which 
covered 4,500 companies 


with a market capitalisation 
of YlOQm or more, was con- 
ducted in June. It found that 
the companies planned 686 
projects overall in the cur- 
rent fiscal year, down from 
1,403 last year. The value of 
these, at YlJHObn, was the 
lowest since 1993. It was also 
sharply below the levels of 
the 1980s. Investment spend- 
ing peaked at Y4,205bn in 
1990. 

Economists said yesterday 
one reason for the drop in 


investment was that the yen 
had fallen sharply in recent 
years. This had removed the 
Incentive for Japanese com- 
panies to produce goods in 
overseas markets for sale in 
Japan or export elsewhere. 

Matthew Poggf, an analyst 
at Lehman Brothers, yester- 
day said; “Because the cur- 
rency is so cheap, some com- 
panies now think that they 
might as well produce things 
in Japan.” The yen was yes- 
terday trading at about 


Y 145.7 to the dollar, down 
from a peak of around Y80 
three years ago. 

However, another key fac- 
tor for the decline is the 
recent downturn in Asia, the 
EPAsaid. 

Ihe survey show's that Japa- 
nese companies expect to 
invest Y387bn in Asia’s 
newly industrialised econo- 
mies and “Asean” countries 
this year - 32 per cent or the 
global total. This compares 
with Yl,059bn last year, or 


38 per cent of the total. 1 
China, however, is expected 
to receive 18 per cent of total 
overseas direct investment, 
up from 17 per cent in fiscal 
1997. 

Another factor for the 
decline, however, has been a 
fall in corporate profitability 
in Japan. This has left many 
Japanese companies also 
cutting- back on domestic 
Investment plans as well 
further weakening the Japa- 
nese economy. 


Egypt turns its face to the south in an 
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effort to exploit region’s growth potential gH 
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European partnerships and the slow 
collapse of the Middle East peace process 
is behind Cairo's moves to join the Africa 
club. Mark Huband reports 


E rgypt intends to join sub- 
Saharan Africa's main 
economic and Intergov- 
ernmental groupings as part 
of an expanded Africa policy 
intended to strengthen trade 
ties and raise its political 
profile on the continent. 

Behind the new policy, 
Cairo analysts believe, is its 
growing need to find new 
markets and increase its 
exports by 11 per cent in 
order to achieve the 7-8 per 
cent GDP growth necessary 
to sustain its growing work- 
force. 

But the government is 
now considering a detailed 
strategy for trade expansion, 
which it also intends to use 
to holster its claim as a rep- 
resentative of Africa if the 
UN votes to create perma- 
nent regional Security Coun- 
cil seats. 

Following extensive visits 
in the past year to key Afri- 
can countries by Amr 
Moussn, Egyptian foreign 
.minister, Egypt now hopes 
to join East and Horn- of 
Afrira governments as a 
member of the Inter-Govern- 
mental Authority on 
Drought and Development 
lIC. ADD). 

It recently became a mem- 
ber of Comesa. the S-mem- 
ber Common Market of East 


and Southern Africa and 
successor to the Preferential 
Trade Area IPTA). The bloc 
has a market of 288m con- 
sumers with S2frbn of inter- 
nal trade in 1996 projected to 
grow to $4bn in 2000 when 
tariff barriers are fully 
removed. 

Since 1996, when a' wide- 
ranging programme of eco- 
nomic liberalisation began to 
bear fruit and attract foreign 
Investment, the government 
has been keen to capitalise 
economically on political 
links established largely by 
past Egyptian support for 
African independence move- 
ments. 

The increasingly active 
Egyptian private sector has 
now encouraged the govern- 
ment to re -establish ties 
with sub-Saharan Africa In 
order to create new markets. 
Until it joined Comesa in 
June. Egypt was the only 
Organisation of .African 
Unity member not attached 
to any African economic 
bloc. 

The collapse of the Soviet 
Union and the termination 
of favourable trade partner- 
ships with the countries of 
eastern Europe halved Egyp- 
tian exports to those coun- 
tries during the early 1990s. 
They now account for a 


mere 6.9 per cent of Egyp- 
tian exports, compared with 
27 per cent with the EU and 
33 per cent with toe US. 

Meanwhile the slaw col- 
lapse of the Middle - East 
peace process, of which 
Egypt is an unofficial spon- 
sor, is forcing strategists to 
contemplate the prospect of 
continuing instability in toe 
Middle East and North 
Africa (Mena) region. 

The abandonment of 
efforts by the World Eco- 
nomic Forum to assist in the 
integration of the Mena 
economies as part of toe 

‘Egypt has a 
grand plan on 
security issues, 
particularly on 
water security* 


peace process, is a blow to 
prospects of regionally gen- 
erated growth. Instead, the 
4-5 per cent GDP growth or 
same African countries has 
helped turn Egyptian beads 
southwards. 

Mohammed Shaaban, 
assistant foreign minister 
responsible for African 
affairs, said Egypt had 
always retained political 
links with the rest of Africa. 
Now it was pursuing 'a more 
active policy towards the 
region. 

The cabinet is considering 


a detailed blueprint for 
Egypt's strategy, which will 
identify specific export sec- 
tors ripe for expansion in the 
African market 

Pharmaceuticals and con- 
struction are expected to be 
two g ro w t h , areas. Currently, 
450 Egyptian-manufactured 
medicines are registered in 
12 African countries, selling 
for as little as 20 per 
cent of the price of equiva- 
lent medicines imported 
from Europe. 

"We have a strategy and a 
timetable.” Mr Shaaban said, 
predicting that Egypt's trade 
with Comesa states could 
reach 5750m by 2001. 

While increased trade is 
the immediate aim, Egypt 
hopes its more active policy 
will also improve its bilat- 
eral ties witlnn the Nile 
baste to Improve co-ordina- 
tion of water management. 
In particularly Egypt hopes 
poor political relations with 
Ethiopia and Sudan, both 
members of Comesa, may 
improve if trade ties are 
strengthened. 

Strengthening political 
ties is a parallel agenda. As 
the prospect grows of toe 
creation of permanent 
regional membership of the 
UN Security Council Egypt 
is keen to exploit its African 
identity as a cornerstone of a 
future role as an African rep- 
resentative. 

The still vague notion of 
regional leadership has 
brought into focus the rela- 
tive weight of Africa's three 
largest economic powers - 
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South Africa,. Nigeria and 
Egypt Nigeria's plunge into 
political disarray has left the 
county with scant accep- 
tance as a regional leader. 

Consequently, Egypt and 
Sooth Africa have been left 
in a two-nation race. But 
with South Africa emerging 
from years or isolation while 
facing. an economic down- 
turn and President Nelson 
Mandela's retirement next 
year, and Egypt’s efforts at 
creating a new Africa 
policy only a year old, other 
states are. wondering 
whether either really quali- 
fies as a voice for the conti- . 
nent. 

“Africa feels that Egyp- 
tians feel so powerful that 
they can get away with any- 
thing ” said a senior African 
diplomat in Cairo. “Egypt 
doesn't really feel as if it's 


part of Africa. The only time 
they are African is when 
they want the support of 
African countries.* 

Aside from the issue of 
Security Council member- 
ship, that support is likely to 
be sought most assiduously 
when Egypt’s growing need 
to increase its share of 
the Nile waters leads to 
region-wide negotiations to 
increase its currant annnai 
quota 

“Egypt has a grand plan 
on security issues, particu- 
larly. oii water security," said 
one analyst in Cairo. “So. it 
is turning its face to Africa 
and becoming African. If 
they want to mend fences 
[with Africa], that's fine. But 
there are fences that have 
been broken. Egypt .was not 
there for Africa They were 
always Arab.” 


China In deal 
to help Burma 


By James HanEng In Shanghai 


China has agreed to export 
$250m worth of equipment 
and technology to Burma to 
help build the country’s larg- 
est hydropower plant 

The deal underlines Chi- 
na’s continuing commerical 
integration with its south- 
east Asian neighbours, as 
well as Beijing’s willingness 
to work with Burma, a coun- 
try shunned by some west- 
ern governments and compa- 
nies far the military regime’s 
record on human rights and 
political freedoms. 

A Chinese company based 
In Yunnan, the province in 
the south-west comer of 
China, neighbouring Myan- 
mar, has concluded a dpai to 
provide complete sets of 
equipment for the power 
plant, according to a 
report in yesterday’s China 
Daily, the official news- 
paper. 

The Paung Lanng plant 
will have total Installed 
capacity of 280MW and is 
intended to ease the severe 
power shortages In Burma. 
The plant should increase 


the country's total generat- 
ing capacity by 30 per cent, 
toe report said. 

China will offer export 
credit to help Burma to pur- 
chase the equipment from 
the Yunnan Machinery 
Import and Export Com- 
pany. It will offer a lo-year- 
term export buyer's credit 
with a grace period of five 
years, yesterday’s report 
said. 

Companies from Yunnan 
have already co-operated 
with Burma on the construc- 
tion of 17 hydropower plants. 
Officials quoted yesterday 
invited further cooperation 
with Chinese industry. 

The deal was concluded at 
the close of an export fair in 
Kunming, the capital of Yun- 
nan, part of the efforts by 
the remote south-west 
regions of China to boost 
international trade ties as 
wefi as internal investment 
from other more developed 
parts of China. 

Provincial Chinese offi- 
cials said the trade fair had 
seen a total of ¥i.8bn worth 
of deals struck, up 15.8 per 
cent from last year. 


Chile suffers fall in 
foreign investment 


Foreign investment in Chile 
reached $SJJbn in the first 
half of the year, a drop of 6.7 
per cent compared to the 
same period In 1997, the 
economy ministry said yes- 
terday, Renters reports from 
Santiago. 

Direct investments in pro- 
jects totalled $2.6bn in the 
first six months of the year, 
another $451.4m. came via 
American Depositary 
Receipts (ADRs) issues and 
$S31xn came in -the form of 
debt, it said. . . 

. The 'economy ministry 
admitted ft was the first 
decline in foreign invest- 
ment since 1991, 

Jorge Leiva, economy min- 
ister, said the reason for the 
fall was lower levels of ADR 
placements. “We believe 
there is a direct relation 
between what happens in 
[international] markets 
and the news is not favoura- 


ble for ADR placements." 

Mr Leiva declined to esti- 
mate what foreign invest- 
ment would be for the full 
year. 

Mining projects took 39.9 
per cent of direct invest- 
ments in the finrt hall the 
service industry 35.7 per cent 
and utilities such as power, 
gas and water 9.2 per cent! 
Ca n ada. Switzerland and the 
US were the main sources of 
investment. 

In addition to measuring 
inward Dows, the foreign 
investment committee 
releases figures on Chilean 
investment abroad. Using a 
“detection” method, the 
committee puts Chilean out- 
ward investments during 

1997 at $5.6bn, and the total 

for the period between 1990 
and 1997 at Sia.Bbn. The 
main recipients of these 
flows were Argentina. Col- 
ombia, Peru and Brazil. 
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It’s not just a new coin. 

It’s a new way of doing business. 



i in deal 
p Burma 




*1 







You’ve heard about it. You've read about it. The euro is uniting Europe under one currency. 
A big idea that will create some big changes in the way business is being done. 
Currency risk will change and capital will flow more freely. Merger activity will increase 
as businesses are adjusting to changes in the marketplace. And that’s just the 
beginning. Businesses that want to stay in business will need to find ways to continue 
growing while these changes are taking place. Fortunately, we've had some 
experience. Citibank has been helping customers grow for more than a century. 

And though change of this proportion may challenge a lot of people, 

to us it’s just business as usual. 
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BRITAIN 


NORTHERN IRELAND TERRORIST GROUP ADMITS IT CARRIED OUT OMAGH BOMBING 


Pressure to smash Real IRA grows 


Hnandal Times R e porter s 
in London and BeHast 


British and Irish ministers 
will today intensify attempts 
to draw up new legal mea- 
sures to smash the Real IRA. 
the republican splinter 
group which last night 
admitted to carrying out the 
Omagh bombing. 

There was outrage on both 
sides of the Irish Sea at the 
admission by the group that 
it killed 28 people in O mag h 
last Saturday, and for its 
“apology” to the civilian vic- 
tims. 

The breakaway group, 
which opposes the peace 
agreement, tried to shift the 
blame for the carnage to the 


police, whom it claimed 
failed to heed instructions 
given in three telephone d 
warnings. 

In a statement to Belfast's 
Irish News newspaper, the 
group said: “The location 
was 300 to 400 yards from 
the courthouse on the main 
street- At no time was it said 
it was near the courthouse. 
It was a commercial target. 
Despite media reports it was 
not our Intention at any 
time to kill any civilians. We 
offer apologies to these civil- 
ians/* 

But Ulster Television, 
which received two of the 
warnings, insisted it was 
told the bomb was planted at 
the courthouse. 


Mo Mowlam, chief North- 
ern Ireland minister in the 
UK government, said: 
“People will have absolute 
contempt for their pathetic 
attempts to apologise for 
mass murder.’' 

The Irish cabinet will meet 
in Dublin today to discuss 
new security measures, and 
Bertie Ahem, the Irish 
prime minister, will discuss 
a joint strategy with Tony 
Blair, his British connter- 
part 

However. government law- 
yers on both sides are warn- 
ing that some tough mea- 
sures - such as a power to 
convict a terrorist suspect 
on the word of a senior 
police officer - may be over- 


turned by the European 
Court of Human Rights. 

Blair aides admitted the 
legal complexity of framing 
measures to drive the Real 
IRA off the streets could lead 
to a delay In amvmnHn g the 
new crackdown. 

Ministers and government 
lawyers are trying to find 
measures which will allow 
them to arrest and convict 
known ringleaders of Real 
IRA, which is based in the 
Republic of Ireland but oper- 
ates mainly in the North. 

The reintroduction of 
Internment without trial, the 
acceptance of the evidence of 
a senior police officer that a 
suspect is a member of a 
banned organisation, or ^ 


wider use of telephone sur- 
veillance have all being dis- 
cussed. 

Mltchei McLaughlin. Sinn 
Ffein chairman, cautioned 
against a rush to introduce 
new security measures. "I 
don't want to give the RUC 
(the Northern Ireland police) 
the power to stand up in 
court and put people in 
prison simply on the word of 
an RUC officer." 

Meanwhile David Endue, a 
senior figure in the Progres- 
sive Unionist party, which 
has links with anti-republi- 
can “loyalist" paramilitaries, 
said he feared that his 
influence to stop them 
returning to violence was 
waning. 


Ban on 
use of 
asbestos 
conies 
closer 

^^Boh rtTa ytoc, 


‘We must face the insanity of this evil’ 


Service for bomb 
victims hears an all 
too familiar 
message, writes 

Robert Wright 

The message from the 
Bishop of Clogher, Joseph 
Duffy, to the funeral of Avril 
Monaghan and her baby 
daughter Maura was all too 
familiar from previous funer- 
als in the Northern Irish 
troubles. 

“We must all of us once 
again honestly face the 
insanity, perverse insanity, 
the deep-rooted, deep-seated 
nature of the evil that has 
caused all this suffering and 
pain," he told the congrega- 
tion in Augher, 20 miles 
south of Omagh where Sat- 
urday’s bomb killed 28 
people. 

The message seemed an ■ 
incongruous one in the beau- 
tiful Tyrone countryside, 
where the families of Mrs 
Monaghan and her husband 
were farmers. The area is a 
hotbed of republican activity 
and home to some particu- 
larly hardline elements of 
the Provisional IRA. 

However. Fr Gerard Me 
Aleer, a friend of the family, 
said Mrs Monaghan's family 
had been close friends with 
Protestant families on neigh- 
bouring farms. They had 
supported Protestant neigh- 
bours who lost a daughter in 
the mortar attack on Newry 
Police Station in 1985 which 
killed nine RUC officers. 

Yesterday Mrs Monaghan 
and her 18-month-old daugh- 
ter were the first of the 28 to 
be buried. The funeral was 
even more poignant because 
Mrs Monaghan's mother. 
Mary Grimes, was also killed 
- she will he buried today - 
and because Mrs Monaghan 
was heavily pregnant with 
twins. The family had been 
visiting Omagh for a shop- 
ping trip to celebrate Mrs 
Grimes’ birthday. 



Prince diaries yesterd a y visited Northern Ireland and met Franci sc o Afvaraz-Casco! (right), the deputy prime minister of Spain, who 
comfor te d the Injured Spanish nationals and relatives of the Spanish teacher and schoolboy kEad In the Rsal IRA bomb attac k ki Omagh. 


The prince later visited the town, saying he was “appalled and sha t te re d" by the carnage 


Yesterday the Prince of 
Wales arrived in Northern 
Ireland to visit casualties of 
the Omagh atrocity and to 
view the bombed town. The 
Prince said he had some 
understanding of the suffer- 
ing people felt because of the 
IRA murder in 1979 of his 
unde Lord Mountbatten. 

“Fm shattered and horri- 
fied and the least I can do is 
to come here and offer my 
sympathy and support, espe- 
cially to those who have the 
worst of the burden in 
looking after people.” 

The question hanging over 
the long series of funerals to 
come is what the next few 
days will mean for the gov- 
ernment’s efforts to cement 
a lasting peace. The religious 
pleas for peace likely to be 


repeated over the next few 
days will go hand in hand 
with renewed political 
efforts to deal with the Real 
IRA. which has admitted car- 
rying out the bombing. 

Today’s emergency meet- 
ing of the Irish cabinet is 
likely to deal with security 
fears about the problems of 
dealing with s mall, hardline 
groups such as the Real IRA 
Security advisers have told 
Mo Mowlam, the Northern 
Ireland secretary, and John 
O'Donoghue, the Irish jus- 
tice minister, that there are 
significant differences 
between dealing with such 
small groups and large 
groups with political support 
such as the Provisional IRA 

However, Fr McAleer was 
clear on what he would like 


the deaths to mean Refer- 
ring to the deaths of three 
children last month in a fire- 
bomb attack blamed on loy- 
alists. he said: "Perhaps the 
Quinn children led to the 
collapse of a certain kind of 
loyalism. Perhaps this will 
lead to the end of a certain 
kind of Republicanism.” The 
worst attacks in the past 
have also led to such 
soul-searching - and often to 
renewed efforts towards 
peace. The 1987 massacre in 
Enniskillen, not far from 
Omagh, was particularly 
notable in this regard, hut 
the Bloody Friday attacks in 
Belfast in 1972 - when 
crowds were sent by bomb 
warnings into the path of 
explosions, as they were on 
Saturday - also led to 


Press Association 

renewed efforts for peace. 
Bishop Duffy expressed the 
sense of hope clearly. He 
said: "Violence is the enemy 
of peace and we must 
together exorcise it take it 
out by the roots once and for 
all; our whole future 
depends on this." He pleaded 
with the congregation to 
continue promoting the 
goodwill and understanding 
that he said already existed 
in their community. The 
Augher community will per- 
haps be the lastin g imag o of 
yesterday’s funeral - the 
several hundred grief- 
stricken ordinary people 
clustered around the church 
as Mrs Monaghan’s husband 
Michael carried one of his 
surviving children to the 
graveside. . 


The Health and Safety 
Commission is to publish a 
consultation paper pr opo si ng 
the fannwy of the supply, 
use and impor tati on of white 
asbestos from 2001. 

The decision follows a 
period of uncertainly about 
UK government intentions 
cm white asbestos fn the face 
of strong lobbying by the 
Canadian government on 
Tony Blair, the UK prime 
minister. 

Canada has sought the 
support of the Wmld Dade 
Organisation hi a dispute 
with France, which hwnwi 
white a sb estos imports last 
year. Canada is the second- 
largest pro duc er of the white 
asbestos used in cement 
building . 

Members of Dealt the con- 
struction workers' trade 
union, mounted a protest 
outside the commission's 
head office in London 
yesterday, calling for an 
immediate UK ban on white 
asbestos. The union said 
that right q{ the 15 European 
Union countries had now 
banned that type of asbestos 
in line with Brussels regula- 
tions. 

The Health and Safety 
Executive, the commission's 
operational arm, said the 
proposals to prohibit white 
asbestos would "strengthen 
the existing- legal duty to 
prevent exposure where rea- 
sonably practicable". Die 
proposed document will be. 
available next month and 
consultation will last for 
three months. 

The Health and Safety 
Exec utiv e said its proposals 
would "significantly reduce 
foture potential for asbestos 
related diseases" when taken 
together with the promised 
tightening in 1987 regula- 
tions that control asbestos at 
work under asbestos licen- 
sing regulations introduced 
in 1983. 

The HSE added that it 
would "move quickly to pub- 
licise the availability of safer 
substitute products to white 
asbestos". This follows the 
opinion of the Department of 
Health’s «uiiiniHfl» on carci- 
nogenicity. which reported 
last mouth the most com- 
monly used asbestos substi- 
tutes are safer than white 
asbestos. 

The HSE said it would pur 
sue “an active enforcement 
policy" ensuring employer 
compliance with the existing 
regulations that stipulate 
employers most substitute 
safer non-asbestos products 
where it is practicable to do 
so. 


Patients ‘at 
risk from 2000 
bomb 


delay 


By George Parker, 
Political Correspondent 


Hospital patients could die 
because of slippage in the 
government’s drive to tackle 
the millennium computer 
bomb. MPs on the Commons 
public accounts committee 
will claim today. 

A report by the committee 
makes a stark contrast with 
assurances from John Pres- 
cott, deputy prime minister, 
who yesterday insisted the 
government had the problem 
under control 

With only 500 days to the 
new century, the PAC found 
signs of slippage in the gov- 
ernment's programme to 
stop computers crashing on 
January l 2000. 

The MPs found that the 
hill to the public sector of 
amending computer software 
was rising and could reach 
£3bn ($5bn). But the fiercest 
criticism was levelled at 
health service chiefs, who 
were accused of failing to 
address the problem with 
sufficient urgency. 

The MPs fear that sophisti- 
cated medical equipment 
could fall because of its 
dependence on computers 
that cannot recognise the 
“00" date change. 

David Davis, the opposi- 
tion Conservative party 
chairman of the 
said: “Die rntnenwhim th ren t 
poses a serious risk of dis- 
ruption to government busi- 
ness and there are worrying 
signs that not an of the pub- 
lic sector wfil be ready in 
ti me. In the health servioe. 
this could mean that, in 
extreme circumstances, 
patients’ lives could be at 
risk." 


The committee’s report Is 
particularly scathing about 
the Medical Devices Agency 
far felling to ensure that its 
equipment was compliant 
with the mill ennium. "We 
are appalled the agency did 
not realise the potential 
impact of failures until late 
1997." the repeat says. 

“In our view, this delay, 
and the misleading advice 
they gave to the NHS in 
1996, can only have 
increased the risks to 
patients and the costs of 
remedial action.” The MPs 
conclude that the Treasury 
must be prepared to' listen 
sympathetically to any 
requests from health chiefs 
for increased funding for 

Tnfflpttnfvim bomb work. 

Mr Prescott yesterday 
signed the so-called "Pledge 
2000” committing the gov- 
ernment to work with the 
private sector to “beat the 
bug" by sharing Information 
on the subject. 

He said the government 
was concerned that some 
companies were reluctant to 
share information on tack- 
ling the problem, and 
praised those that had 
signed the pledge, inriuriln g 
Unilever and IBM. 

Mr Prescott said it was 
vital that V the companies 
worked with other business, 
particularly those in the 
same supply «h»t» 

However the fear of being 
sued fra- giving out Informa- 
tion that proves to be in- 
accurate has stopped some 
companies from giving out 
even basic information. The 

government hopes the 
pledge will "create a climate 
of co-operation, not litiga- 
tion”. 


RAILWAY PRIVATISATION INFRASTRUCTURE OF LONDON NETWORK TO BE SOLD 


Underground arouses wide interest 


By Charles Batchelor , 
Transport Correspondent 


Mare than 100 organisations 
from banks to engineering 
companies have registered a 
formal interest in the partial 
privatisation of the London 
Underground railway’s infra- 
structure activities, London 
Transport said yesterday. 

But the tight timetable for 
completing the deal will not 
allow a proper assessment of 
the state of some of the net- 
work’s 100-year old tunnels 
and other elderly systems 
and this will have to be 
allowed for In the contracts. 
A total of 108 organisations 
from engineering, banking, 
rail equipment manufacture, 
architecture, the law and 


project management have 
declared an interest 

Banks include SocifitO 
G6n6rale, Midland, Lloyds 
and HSBC Tn y esta uapt Ranlc 
Companies to register an 
interest Include construction 
companies Balfour Beatty, 
Costain, Jarvis Construction 
and Taylor Woodrow. Engi- 
neers and project manage- 
ment companies include 
Bechtel, Brown and Root 
Kvaemer and Mott MacDon- 
ald. Rail groups such as 
Adtranz, Siemens Transpor- 
tation and Bombardier have 
put themselves forward as 
has RaSltrack, owner of the 
national rail infrastructure 
outside the Underground 
network. 

Two of the rolling stock 


leasing companies privatised 
as part of the break-up of the 
national network - Porter- 
brook and Forward Trust 
Rail - have also put their 
names forward as has GB. 
Railways Group, which owns 
the Anglia Railways train 
operating franchise. 

These companies hope to 
win a concession to take 
over all or part of the Under- 
ground's track, stations, sig- 
nalling and tunnels for 
between 15 and 30 years. The 
proposed public-private part- 
nership is intended to inject 
about £7bn ($il.6bn) wrath 
of private sector finance into 
the Underground over a 15 
year period. 

The continuing uncer- 
tainty over the future organ- 


isational shape of (he Under- 
ground is wnphagfegd by ft 
statement in a “market 
sounding paper" published 
yesterday that “nothing in it 
should be taken to represent 
firm plans.” Same companies 
keen to take part -hare 
expressed fears that the gov- 
ernment will not achieve Its 
deadline of April 2000 to 
complete the deal A deci- 
sion has yet to be taken on 
whether there will be one, 
two or three infrastructure 
companies. .. 

The sounding paper 
admits that "the timetable 
for PPP is not compatible 
with the private sector com- 
pleting full due diligence on 
all assets by financial dose 
in March 2000.” 


NEWS DIGEST 
T&EVISJ0N WfllUSTRY 

BBC America wins limited 

success in cable market 

BBC Amenca, the US cable 

BBC and Discovery Commurncabtt^tjw 

has gained about 350.000 subscribers on dgrttfcawo. ow 

hes so^faSed to break mto 

Discovery said yesterday it had gamed ' 

BBC America, part of a joint venture on 

hui had y* to g*n any d»mb- 

utibn on analogue cable networks. w . tt> _ 

The US company also said that Anfemai Planet. tJ^ 
net in which the BBC holds a 20 ' 

had gained access to 42m cable 
fastest-growing US cable channel. W 
as it announced the launch of three nawdj^f 
satellite channels in the UK markets 1*^5* 
of Animal Planet on British Sky Broadcastings current 
analogue satellite service. John Gepper. London 

INFLATION 

Services lead price rises 

UK Inflation dropped back towards the govemmont^tar- 
get rate fast month, but stronger price rises for services 
suggest that that the first cut in Interest rates remains ^ 
some way off. Underlying inflation - which exdud^n^- 
gage Interest payments - fed from 2.8 to 2.6 per cant fas* 
month. It is now barely above the governments target rate 
of 2.5 per cent The fell was in Hne with City of London 
e x p ec tations and the forecast by the Bank in its quurteny 
Inflation Report test week. It reverses the upward t*Fun 
the spring, when tax increases pushed underlying inflation 
to 3.2 per cent. The Bank now expects underlying inflation 
to rise steadily to almost 3 per cent over the coming year, 
before dropping back to the target as the econonvcstow- 
down restrains price increases. Robert Chote, London 


SCOTLAND 

Autumn tourism drive launched 

The Scottish Tourist Board embarked yesterday on a 
El .7m ($2.8m> advertising campaign to persuade people in 
England to take weekend breaks In Scotland this autumn. 
“We’re trying to retrieve what we can from a disappointing 
season for toe Industry," said Graham Birse of the STB. 
"For toe last three yeas we’ve been promoting Scotland 
as an autumn destination for short break holidays. This 
year we’ve stepping up that effort” 

The Scottish tourist Industry has also suffered from the 
soccer World Cup. which kept people at home for a month 
glued to their televisions. The strong pound has deterred 
visitors from outside the UK. “When the weather s bad in 
England, people assume it must be worse in Scotland." 
said Mr Birse. “Often they’re wrong, but so far tote year 
they've been right” James Buxton, Ecfinburgh 

LLGYD’S0F_L0ND0N 

$109m paid to redeem liability 

The Lloyd's of London insurance market has paid £66m 
(SI 09m) to Eqidtas, the company set up to reinsure and 
run off its pre-1992 liabilities. The payment redeems a 
liability of up to El 00 m which would have been due in 
2002. The exact scale of the contingent liability was partly 
dependent on UK and US interest rates between 1996 and 
2001.. Both sides wanted to end uncertainty over the pay- 
ment and £66m represents toe fair value of the liability at 
August 13 this year. The funds were added to Equrtas' 
Investment portfolio and have begun to produce invest- 
ment Income. Jim Kelly, London 


‘MAD COW 1 DISEASE 


BSE cases fall by 22% 

The number of cases of BSE - or "mad cow’ disease - m 
toe UK in toe first half of this year has fallen by 22 per 
cent compared with the same period In 1997, government 
figures showed yesterday. It had fallen by 65 per cent 
compared with the same period in 1996. The number of 
confirmed cases of BSE this year totalled 1,280, the agri- 
culture ministry said. The cumulative total for 1997 was 
4,311; for 1996, the tofej was 8,016. The report “shows 
that the. epidemic of BSE in the United Kingdom continues 
to decline ’ the ministry sad. “A continued improvement is 
expected for the future." Vanessa Houkfer, London 


LONDON UNIVERSITY 


College in 125-year lease 

London Unrversrty’s Kings College is to purchase a 125- 
year lease of the former Public Record Office building In 
central London for an undisclosed sum from the Crown 
Estate, which administers former royal properties. The 
building with Its ornate Gothic stone feqade was designed 
by Sir James Pennethome and constructed betweenissi 
and 1856. It has gross internal space of 156,804 square 
feet and Incorporates the 13th century Rolls Chapel and 
an ornate reading room. Kings College intends to use the 
building to house Its libraries, which are being consoli- 
dated from Its campuses on the Strand and in Hampstead 
The building has some 40km of shelf space with storage 
room for over 1m volumes, it will hold the College's rare 
book and special collections. Norma Cohen, London 


Exchange’s electronic order book fails to win friends 


Since its introduction, only 30 per cent of 
FTSE 100 shares traded have gone 
through Sets, writes Jane Martinson 


0 


ne of the largest portfo- 
lio reorganisations ever 
carried out In the UK 
was announced on Monday - 
and less than 5 per cait of it 
went through the electronic 
trading book of the London 
Stock Exchange. 

Instead, most of the £6bn 
<S9-9bn) moved as part of the 
reorganisation of the elec- 
tricity Industry’s pension 
schema was traded directly', 
either via telephone deals 
with brokets or through an 
alternative electronic net- 
work. 

The transition managers 
in charge of the reorganisa- 
tion said they chose alterna- 
tives to Sets, the exchange’s 
order-driven system, because 
of the size, nature and com- 
plexity of the deal. At such a 


size, they could get a faster, 
cheaper, anonymous service, 
they said. 

Few would argue with the 
particular needs of such a 
big transaction. But the 
emphasis on maximum- 
secrecy and cost-control go 
to the heart of the debate 
about why so many fund 
managers are spurning Sets. 

hi the 10 Tnnnthg since its 
introductio n, only about 30 
per cent of FTSE 100 shares 
traded have gone through 
Sets. The resultant illiquid- 
ity has caused serious vola- 
tility for some of the UK's 
largest companies and 
embarrassment for the 
exchange. Supporters of tele- 
phone-based trading argue 
that it gives them instant 
access for large orders, white 


proponents of Sets claim 
greater cost-savings and, con- 
troL 

' Alan T.inftj chairman of the 
Institutional Dealers’Assod- 
ation, says: "What Sets has 
done, and what some people 
have not woken up to yet, is 
that it empowers the 'troy 
side." - 

Mr Line says patient trad- 
ing over Sets, where an 
order is dribbled out over 
several days or even weeks. 
Is. much more cost-effective 
than the traditional system. 
He "fundamentally dis-, 
agrees" with the widely held 
view that the risk of befog 
left with unwanted stock 
outweighed any cost advan- 
tage from spreading the 
trades over a longer period. 

Bam Stefl, the director of 
the International economics 

programme at the Royal 
Institute for International 
Affairs, is more scathing 
about the failure of a large 


number cdT fond dealers to 
use the order book. "I do not 
understand why ft has not 
got through their thick 
heads [that electronic trad- 
ing fa- cheaper!" he says. 

His own research in the 
US suggests the average 
electronic- trader spends five 
times less In buying shares - 
than the average "tradi- 
tional” trader. He says anec- 
dotal evidence suggests it 

ryvrfg j tenth 2U» tirnf-h 

He believes a cultural and 
ggnwirtfrfflaT Khlffc ~ is needed 
before London WSB change., 
“Most of these guys are not ■. 
traders, ‘they are darks,” he 
says. “They get-an order 
.from a portfolio ' manager 
and they pass it to a 'deafer." 

.He admits that prelimi- 
nary research suggests some 
types of trading, particularly 
large blocks of stains, might' 
be "better' or at least not 
much worse going through 
traditional brokers". Few of 


those who continue to rely 
oh the old system in London 
will go on the record about 
why they are not using Sets, 
but most who spoke to the 
FT cited the speed and 
secrecy of the old system. 
One leading fund manager 
said: “We prefer the secrecy 
and the capacity to deal 
instantaneously off the order 
book." 

While brokers are no lon- 
ger forced to offer a bid and 
offer price for shares, they- 
can still strike a deal over 
the phoned based on a price 
and sice separate from the 
order book'. Anecdotal evi- 
dent suggests the UK’s 
largest , institutions avoid 
Sets the most. Many say 
they are offered first choice 
for deals and therefore have 
less heed of Sets. “The 
cheapest way for us to deal 
is to react to natural bids 
and dfete from a broker," 
.said rare head dealer. 


With each side seemingly 
entrenched, there are two 
schools of thought about 
what will happen to Sets. 

Some argue that since the 
old marketmakiag system is 
unlikely to return, and pres- 
sure on funds to improve 
costs and enhance perfor- 
more 

institutions will chnnaa gets. 
One dealer, who uses Sets 
“as much as possible”, said: 
“R widget better. And what 
will farce them [other deal- 
ers! into looking at Seta Is 
external measurement by 
consultants.” 1 

^Otters argue that new 
systems such as Optimark, a 
Proprietary automated order- 
matching system, and other 
order crossing” networks 
will overtake Sets before ft 
has really taken oil if they 
are right. Sets will continue 
to be volatile and used for 
only the smallest 
straightforward deals 


most 
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MANAGEMENT & TECHNOLOGY 


ELECTRONIC CONIMERCESUPPLY CHAINS 

Teamwork 
replaces 
chain of 
command 


Better information along 
the line gives savings 
to suppliers and a new 
focus on customers, 
writes David Bowen 

I Most people might think 
I of electronic commerce 
simply as a way to boy 
products over the internet with- 
out having to visit a shop. But 
for manufacturers and their sup- 
pliers, it can mean something 
very different. 

Unseen by the end-user, the 
internet is beginning to make its 
mark as a way to streamline 
industry supply chains, which 
are widely seen as the next hur- 
dle in the endless race towards 
greater efficiency. Costs have 
been so comprehensively 
squeezed out of the individual 
links in a supply chain it is time 
to look at the chain itself. 

There is nothing new about 
this idea. The automotive sector 
been pulling the supply chain 
ever tauter since the early 1380s. 
But companies In other sectors 
that have found it increasingly 
difficult to be more efficient 
internally, have been examining 
their PYtpnml links. 

A survey this year by Deloitte 
and Touche, the accountants, 
found that senior consumer 
goods executives in the US were 
looking closely at supply chains 
as a way of holding margins that 
are being squeezed by increas- 
ingly powerful retailers. 

Japanese- style supply chain 
management - as adopted by the 
motor industry - has a strong 
non-technological approach: 
Toyota's kanban just-in-time sys- 
tem relies on cards in boxes, for 
instance. 

But consumer goods manufac- 
turers, coping with vast complex- 
ity and fast-changing demands, 
have had to go down the techno- 
logical route, to the benefit of 
supply chain software companies 
such as Manugistics, i2, Logility 
and SAP. the big German busi- 
ness software group that recently 
entered the market 

Inevitably, this leads to the 
internet, the ultimate low-cost 
network. 

Supply chain software compa- 
nies have started releasing 
internet-based products but for 
now. most companies are more 


interested in streamlining supply 
chains on existing networks than 
moving them to the net. 

“The internet is limited right 
now but it’s running very fast" 
says Paul Strzelec, business man- 
ager. internet products, for 
Manugistics. 

Unusually, some of the most 
intriguing internet-based 
advances are happening in 
Europe. The Tesco Information 
Exchange allows the UK retail- 
er’s suppliers to see exactly what 
sales are being made, through an 
extranet system. Sainsbury, 
another UK supermarket chain, 
and NestlS are using internet 
technology to plan promotions. 



‘How is the internet 
making supply chains 
more efficient ? 5 


But whatever the technology 
used, the aim is to increase col- 
laboration between members of a 
supply chain. “Manufacturers, 
logistics companies, retailers and 
so on are all working out how to 
form a community centred round 
the consumer," Mr Strzelec says. 

By using a network, informa- 
tion can speed up and down the 
chain instantly, allowing compa- 
nies to work together almost as 
though they belonged to the 
same group. Specifically, they 
can move from a serial arrange- 
ment, where an order is fed in 
one end and makes its way along 
the chain, to a collaborative 
arrangement in which everyone 
gets a view of the best forecasts 
and tries to be as ready as possi- 
ble for the outcome. 

Information is fed up and down 
tire supply chain, so that by the 
time the order arrives relatively 
little work is needed. This is 
essential for “mass customisa- 
tion" where products are built to 
order. 

It is also important for 
bustness-to-retail e-commerce. 
When European customers order 
a Dell computer from its web 
site, for example, they can choose 
from hundreds of configurations 
before the order is pushed 
through to the factory in Ireland, 
where It is built 




But unless Dell is prepared to 
keep huge and expensive stocks, 
it needs to make intelligent 
guesses about what configura- 
tions are in demand so that it has 
enough 2 gigabit hard drives, 
17in screens, and so on. This 
involves a constant process of 
forecast refinement with end- 
assembler and suppliers all 
knowing exactly what demand 
for each product is likely to be. 
The idea of such arrangements is 
that “everyone has a single view 
of the enterprise", says Chris 


Elliott, northern European mar- 
keting manager of Manugistics. 

The next step is to add “intelli- 
gence" to these systems. 

Using supply chain software, 
companies can program in histor- 
ical relationships to help with 
planning. Thus Maple Leaf 
Meats, Canada's biggest pro- 
cessed meat company, knows 
that the demand for hot dogs will 
go up when the weather is good 
over the Victoria Day weekend in 
May. 

But until it led historical data 


on sales and temperatures into a 
Manugistics system it did not 
know exactly what that relation- 
ship was and could not plan pro- 
duction accurately. 

“We had sales information but 
it did not have sophisticated 
analysis of base demand," says 
Margaret Kennedy, business 
systems analyst at Maple Leaf. 
“We’ve saved several million 
doDars." 

This article is part of a continuing 
weekty series . 


INFORMATION TECHNOLOGY MILLENNIUM BOMB 


Stopping the embedded bugs biting 


Built-in microprocessors could present a bigger problem than computers come the 
year 2000. Vendors fear a flood of liability actions, writes Geoff Naim 


^SlBy now, most businesses 
have plans to cope with 
K the year 2000 problem in 
their information technology 
systems. But computers are just 
the tip of the iceberg. 

With the new millennium just 
500 days away, there is growing 
concern about the slow progress 
in addressing the year 2000 prob- 
lem for the huge range of other 
equipment that depends on 
microprocessors. The problem, in 
many cases, is that a chip with a 
defective date mechanism has 
been built into the machine. 

The “millennium bomb" - or 
Y2K problem - exists because 
many older computer programs 
represent years with two digits. 
Beyond 1999, the behaviour of 
these programs becomes unpre- 
dictable because, for example, 
they cannot determine whether 
01 represents 2001 or 1901. 

This can affect any digital sys- 
tem with a program that records 
the date or time, whether it is the 
clock on a domestic video 
recorder or the control system at 
a bottling plant 

There are at least lobn of these 
“embedded" systems and the 
majority are not date-sensitive. 
For those that are, experts pre- 
dict mostly minor problems - a 
malfunctioning video clock, for 
example. 

But there are some critical 
systems where the Y2K bug, if 
left unfixed, could disrupt a busi- 
ness or even threaten lives. 
Studies estimate between io and 
20 per cent of industrial control 
systems are likely to fail in 2000. 
compared with 80 per cent of per- 
sonal computers. 

“The good news Is control 
systems do not have as high a 
failure rate as personal comput- 
ers, ” says Gerry Docherty, man - 
aging director of Real Time Engi- 
neering, a UK company that 
specialises in YSK problems In 
embedded systems. “The bad 
news is we do not know which 
systems are susceptible, and 
those that are will be more diffi- 
cult to fix." 


Digital technology is embedded 
In a vast range of industrial pro- 
cesses and equipment, such as 
traffic lights, telephone 
exchanges and lifts. “Embedded 
systems underpin the whole 
of the western world’s infrastruc- 
ture," says Mr Docherty. 

This dependence led Ed Yar- 
denL, chief economist at Deutsche 
Bank Securities, to predict a 70 
per cent chance that the year 
2000 problem will cause a global 
recession in 2000.* 

Despite such alarmist projec- 
tions, specialists emphasise that 
the consequences for most busi- 
nesses are likely to be modest 
and can be minimised with ade- 
quate planning. The biggest chal- 
lenge is knowing where to start. 
A large organisation may have 
hundreds of date-sensitive 
systems but locating and identi- 
fying them can be difficult. 
Embedded systems are hidden in 
machinery or cabinets and there 


are often few dues to their func- 
tion. 

“Auditing is a major problem 
and you have to play at Sherlock 
Holmes to find all your electronic 
equipment" says Andrew Rigby, 
embedded systems specialist at 


‘Embedded systems 
underpin the whole 
of the western 
world’s 
infrastructure 5 


Tarlo Lyons, a UK law firm. In a 
survey of 237 organisations. Real 
Time Engineering found that a 
quarter bad not got beyond audit- 
fog their embedded systems. 

With time running short, 
experts say businesses must 


decide which systems are critical 
to their operation and concen- 
trate on those. 

"You know yon have no hope 
of getting everything fixed; so 
you cannot afford to fix things 
that are not important," says 
Peter Benton. Y2R manager far 
Atlantic Power, winch manages 
facilities for the ofl industry. 

However, the critical nature of 
some systems is not always 
apparent. Mr Benton gives the 
example of heating systems. 
“Heating may not seem impor- 
tant but people will not be 
allowed to work if the tempera- 
ture gets too low," he says. 

Once an inventory has been 
produced, consultants recom- 
mend that companies offload the 
testing responsibility to equip- 
ment vendors wherever possible. 
But Atlantic Power discovered 
that vendors' assurances cannot 
always be trusted. 

“We found systems that the 



Thvdock is ticking: 500 days to go until the end of tfmndlennium and the start of Ihe computer problems Ccrbis 


manufacturers guaranteed to be 
compliant but when we tested 
than we found they were not,” 
says Mr Benton. 

Another problem is that many 
embedded systems are 10 or more 
years old. Even if the supplier 
can be traced and is still trading, 
it may no longer support the. 
product 

“Most of the products now 
leaving our doors are Y2K- 
compliant but we cannot test 
every hardware and software 
product ever released," says Paul 
Hendriks, Y2K project leader for 
Fisher-Rosemount, a maker of 
process control systems. 

The co m pany is testing equip- 
ment sold only since 1994. Ven- 
dors complain customers are 
reluctant to pay to upgrade older 
equipment as they hope it wjDl be 
replaced free of charge fay a sup- 
pller fearful at its potential Y2K 
liability- “We are now telling cus- 
tomers, that an upgrade is avail- 
able and if they do not use ft 
then die risk is theirs," he says. 

One of the biggest challe n ges is 
the sheer complexity of modern 
embedded systems. Even if the 
vendor certifies a piece of equip- 
ment as Y2K compliant, such a 
guarantee applies only to tire 
“out of the box* product. Once 
connected to other, systems, Y2K 
problems can emerge through the 
interrelations between the .vari- 
ous components. 

Vendors of embedded systems 
are Increasingly defensive about 
the Y2K issue and fear a -flood of 
liability actions as the millen- 
nium nears. “If someone does 
start suing their suppliers, many 
more will jump on the band- 
wagon," says Mr Rigby, .... 

The searchfora sca p e g oat may 
keep the corporatejawyers happy 
but is unlSfely to create-awann 
relationship with suppliers.' 
“Issuing writs is not grring to 
solve :tbe problem.' You., do -not 
shoot the captain just because he 
flew you into the storm," says Mr 
Rigby. ; . . 

*EdYctrdeni'is one q f the experts 
in an online conference; about the 
Y2K problem being held art the 
internet today.- Details at: 
taaw&ardenicom/yZkcan/lJitTnl 



JOHN KAY 


The rational 
approach to 
taking risks 


insurance companies, 
lottery organisers and 
derivatives traders 
make money because 
of other people’s 
contused thinking 
about probability 

One erf the first shares I bought 
was to a small Scottish shipyard 
called Robb Caledon. The 
shipyard was, for practical 
purposes, bankrupt. But a bill to 
nationalise the shipbuilding 


fedustry was going through 
Parliament. It prescribed a 
formula for the price. This was 
based cm the market value of the 
shares in what, at least for 
Robb Caledon, had been happier 
times. 

If the Mil passed the 
government would pay around & 
<#-65> a Share. If the bffl felled 
the shares were worthless- Since 
the Labour government of the 
time had a parliamentary 
majority and a manifesto 

wiminTtBU fwt to iMrinimHm Hnn. 
the shares seemed a good buy at 
40 pence. 

When I rang a stocfcbrcfcer he 
advised strongly against. He . 
pfdntori out tv»>t shipbuilding 
naticaufisationwasa fodttsh 
poHcy, <me of many that were 
leading the c ou ntry to ruin. He 

nA ii liirt ^nifl t h flghar pg had 

risen from 20 pence & few weeks 
before. And he pointed out that I 
could lose my whole 
Investment 

AD these points wse true, and 
Ir re l evant They are ." 
characteristic of the mistakes we 
make is tfrfnkfng about risks. We 
find probability difficult and -•*' 
confuse our hopes and desires 
withour expectations. . 

We let our judgment be swayed 
by what we might have done in 
the past Ami we assess risks 
individually; not as part of a 
portfolio. The most you can lose 
if you invest £1,000 to Robb 
Caledon is the same as your loss 


if you invest £5,000 ta Shell and 
its price fells by 20 per 
cent 

Mare recently, I sent a 
colleague on assignment to 
Kazakhstan. He came to see me 
tosay that Kazakhstan was more 
dangerous than London and he 
thought the company should buy 
life insurance to protect his wife 
and children. 

Since 1 was not very sure 
where Kazakhstan was,! was not 
in a position to dispute tire 
premise hut could challenge the 
argument- 1 understood that Us 
wife and children needed 
protection but did they not need 
that protection just as much 
when he was walking around the 
streets of London (where 
insurance could be bought 
cheaply) as when he was in 
Kazakhstan? I argued in vain. 

There is a risk you will be 
killed in a road accident. Almost 
one man to a hundred (many 
fewer women) dies that way. 

Bow much would you pay far 
extra safety features that would 
halve that risk, such as airbags 
and crumple zone protection: 
£1,000, or perhaps as much as 
£2,000? Now consider how much I 
would have to pay you to cross a 
minefield in which there is a one 
in 100 chance erf you being 
killed. 

r bet the answer is a lot more 
than £L,000. Experiments show 


that people need to receive much 
more to accept* new rkk than 
they will pay to redrew an 

existing one. 

AD of this behaviour financial 
economists describe as iminoaal 
This la a bad phrase. 1 cannot 
show that you are wrong t«» make 
a decision either to buy extra 
insurance whan you are cowunni 
in. risky activities, or to asMs** 
new old risks differently. But 
I can show that people who do 
behave in these ways will Uwe 
money to people who behave 
“rationally". . . 

Now maybe those who pay «ut 
do not mind. After all. insurance 
companies, lottery on»ni$»‘rs 
and derivatives traders ail make 
profits. Holders of insurance 
policies, tottery players add 
derivatives buyers lose, on 
average. Bat they go on Injuring, 
entering the lottery, and buyintf 
and selling complex finunci.il 
instruments, so presumably tlrey 
get something out of it. But if thr 
object of business is to make 
money, then the business 
management of risk ought to 


follow the principles of rational 
behaviour. 

Ifo t joaal behaviour often rum 
counter to our deep psychological 
instincts. We think about 
unlikely events more often than 
is justified by the probability that 
they will actually occur, 
particularly if the outcomes are 
drawn to our attention. Thai is 
why we are more interested in 
the jackpot on the National 
Lottery than the - often equally 
likely - chance of dying of a 
heart attack before the draw 
takes place. And why wo ask for 
large sums to insure an 
unnecessary risk even if the 
probability of it materialising is 
extremely low. 

We overvalue certainty. Asked 
to choose between a holiday in 
Spain and a SO per cent chance of 
one in Barbados, many people 
choose Spain: but reduce the 
probabilities to 10 pa* cent and S 
per cent and Barbados becomes 
more popular. 

We are influenced by regret, so 
our choices reflect what might 
have been. That is why my 
stockbroker thought 1 would be 
reluctant to purchase shares 1 
could once have had more 
cheaply: which of us has not 
entertained similar feelings'. 1 

And we are more ready to 
gamble with money we have just 
won than with money already in 
our pocket 17118 is the “house 
money" effect if someone in a 
casino gives you chips, you 
rarely go straight to the bank to 
cash them in. 

Most of all, we tend to think 
about risks one by one rather 
than by reference to the totality 
of the risks we face in our lives 
or our businesses. 

Many Investors were put oil 
Robb Caledon shares by the 

prospect of a total loss. I would 

have been foolish to invest the 
whole of my life savings in them: 
yet if I have a diversified 
portfolio, I can take large risk on 
individual components of it. So 

long as we think about risk In 

“irrational" ways, people who 
trade risks win make money at 
the expense of people who bear 
risks. 


The author is the Peter Moores 
Director trf the Said Business 
School at Oxford University and a 
~T? cior -Qf London Economics. 
This column appears fortnightly. 




MAt-Couw ir So cAuncuf we 

IWSUeANCe- GAINST WOCRVINJC, 
TOO WOOf ABOUT SjSKs 




■ L 

• f 




I. 


If 


t 

* 


J 


-* % w \ . 




f 


ftfetfiewe 











FINANCIAL TIMES WEDNESDAY 


AUGUST 19 1998 


THE ARTS 


* ica wins ij M 

cab| e m y 

" ar ket 


!ad rises 


• v la-* 


!rism dr,ve launched 


hih;\ 


tu redeem liability 


ill by 2T, 


THE EDIMBUR fiH FESTIVAI ~ 

Verdi heard 
to best 
advantage 

Richard Farman reviews the Royal Opera’s 
Don Carlos , conducted by Bernard Haitink 


After a disappointing opening 
concert the Edinburgh Festival 
has come back fighting. Its sav- 
iour was the Royal Opera, which 
ranks as one of only two visiting 
opera companies to have made 
an inspiring impact in Edinburgh 
in recent years, the other being 
the Kirov. 

The opera was Don Carlos, the 
first of four Verdi operas based 
on plays by Schiller that the com- 



pany is bringing to Edinburgh, 
either fully staged or in concert 
(It is generous of them single- 
handedly to provide the. festival 
with its main theme.} Those who 
tut and shake their heads when- 
ever the Royal Opera's name is 
mentioned may take refuge in 
the knowledge that this produc- 
tion, already seen in London, was 


Royal Opera since his recovery 
from a heart operation. The 
humanity and musicianship of 
his Verdi were expected, but not 
perhaps the extra urgency which 
helped drive along the first two 
acts, where he had dallied before. 
The playing of the Orchestra of 
the Royal Opera, heard here to 
its best advantage, could hardly 
have been improved in terms of 
its beauty of sound and . unforced 
eloquence. 

It would be nice to report that 
Luc Bendy's production added a 
third reason, and maybe some of 
its annoying details have been 
curbed, but this is still a staging 
that leaves one with mixed feel- 
ings. Bondy is fascinated at prob- 
ing the insecurities eating away 
at the minds of its 16th-century 
power-brokers and probably 
spent hours in rehearsal teasing 
out telling little interreactions 
between the characters. As far 
the rest of the mechanics of the 
opera, it seems he could not have 
cared less. Any scene involving 
the chorus or extras Is clumsily 
handled and the sets are unhnag- 


originally a shared effort with- inatively feeble. Poor Charles V - 


the Theatre du Chdtelet In Paris. 
But that does not detract from 
the fact that Monday's perfor- 
mance was especially rewarding. 

What were the new factors in 
its favour? The first was the 
Edinburgh Festival Theatre, 
which has first-rate acoustics, at 
least for those sitting upstairs, 
and a splendidly broad, open 
stage aspect. It elicits something 
of a wry smile after a visit to 
Salzburg, reputedly the home of 
the world's premier music festi- 
val, whose three dreadful thea- 
tres have few rivals for ugliness 
and poor sound. 

The second was the return of 
Bernard Hai tink, here conducting 
his first performance with the 


you would think he deserved bet- 
ter than spending most of the 
opera locked op in what looks 
like a portable lavatory. 

Jose van Dam, who sang Phil- 
ippe n when the production was 
new, has recalled how Bondy 
wanted the singers to approach 
the opera more as if it was a play 
with music. To do that with the 
Paris version of the opera 
demands a French-speaking cast 
and, as the production's native 
French speakers have gradually 
been replaced by others, his aim 
has receded from view. This Don 
Carlos has become hearer to a 
standard operatic performance, 
which means less insight and 
more punch. 




A traasurable portrayal: Karita MatHa, top, as EOsabath 


Julian Gavin, who took over 
the title-role earlier from Roberto 
Alagna, has earned his place in 
the cast at Edinburgh and sings 
with Increased strength and 
maturity, though his French is 
indistinct. As an actor, he needs 
a sympathetic director with a lot 
of time on his hands. Vloleta 
Unnana, who promises to be the 
Kundry of the next generation. 


attacked Eboii's music spiritedly. 
Hers is an exciting sharp-edged 
voice with plenty of resilience. 
Ferruccio FurLanetto's bass is not 
as well focussed as some of the 
Eastern European Philippe H*s of 
the past, but he puts across the 
character forcefully and frankly. 
The vicious Grand Inquisitor of 
Kurt Rycfl gave him a formidable 
adversary. As before, Thomas 


Deluged by a waterfall of drama 

In Niagara-on-the-Lake, Ontario, David Murray sees seven plays and a sketch at the Shaw festival 


5- yea? 


Niagara-on-the-Lake, where the 
Shaw Festival .plays fop. half the 
year, is small, rather pretty, 
somewhat “historic", and tour- 
isty in a genteel sort of way. In 
summer it tends to be hot TWais 
Ontario's wine region, though 
not oB the restaurants offer local 
wines exclusively. 

Since there's not a lot to do, 
except admire the Falls, watch- 
ing seven plays Is three days 
seemed a sensible plan. 1 
shouldn't really count Possjoti, 
Poison and Petrifaction: or, ZJte 
Fatal Gazogene, a very short, 
very silly sketch that Shaw wrote 
in 1905, and surely in 20 minutes 
or less - for a benefit garden 
party in London’s Regent’s Path. 
Gillian Baby’s staging stretches- 
it past half an hour, with funny 
sound effects and j apery. 

The major Shaw this festival is 
Major Barbara : written in 1905, 
but updated here and there by its 
director Helena Kaut-Howson. 
Moral confrontation between a 
Salvation Army officer and her 
rich arms-manufacturer father, 
Mr Undershaft - soon, surely, to 
become at least a Sir. 

True to his idiosyncratic princi- 
ples of socralismrCum-Nletzsche, 


Shaw lets Undershaft win the 
argument- Anything really -seri- 
ous gets done only when some- 
one is prepared to kin or be killed 
for it; arms should therefore be 
manufactured to the highest 
standards, sold to everybody, and 
let the devH take the hindmost 

The polemics fizz while they 
last thanks to alert playing aD 
round.. Richard Blnsley stands 
.out as Barbara’s donnish swain, 
succumbing reluctantly to Under- 
shaft’s persuasive patter. Under- 
shaft himself is Jim Mezon. As 
the only member of the cast who 
really cantdo Brit-EngUsh at all, ' 
he capttatises on his unplaceabia 
foreignness, insidious, sweetly 
reasonable and distant where 
most Undershafts prefer to. domi- 
neer. In fact Malcolm Scott's 
ghastly u Dea-oun't you knea-, 
ow?"s, as in Barbara's (feats with 
her posh-but-dim. brother, were 
more wounding to Brlt-attuned 
ears. 

But Major Barbara is a known 
quantity, . however . freshly it 
comes up, or not; John Bull’s 
Other Island, Shaw’s only ‘‘Irish'’ 
play, written in 1901 and mice a 
celebrated London success but 
rarely seen now. was a more 


rewarding prospect This was the 
Shaw's third production of it. 
Clearly Christopher .Newton, the 
festival's genial director, wants 
to proselytise for the play. 

The “John Bull" figure is a 
hearty Englishman who is 
enchanted by Ireland and wants 
to modernise it, in an innocently 
patronising spirit David Scbiur- 

A good deal 
of controversial 
good sense is talked 
up in Shaw's only 
'Irish’ play 

xnann plays him not as a red- 
faced businessman -squire of the 
old kind, but as somebody 
remarkably like Jeffrey Archer 
now - entirely well-meaning, of 
course. 

His partner Doyle (Blair Wil- 
tiams), an irishman who despises 
all the old routined, ethnic 
charm, is dour and ruthlessly 
go-ahead. Their misaligned aims 
go delightfully awry. We learn a 


lot about Ireland. A deal of con- 
troversial good sense is talked 
up, under Meson's canny direc- 
tion. in Kelly Wolfs evocative 
sets. Towards the end, the irrup- 
tion of Peter Hutt’s visionary, 
unorthodox priest makefc a deep 
impression. 

The festival peaks, however, 
with Newton’s staging of Wilde's 
Lady Windermere's Fan. £t looks 
more like a clean, un-da ted 
drama than I have ever seen it. 
and it is Impeccably played. The 
central Windermere couple (Ool- 
ombe Demers and Ben Carlson) 
seem freshly felt and unstereo- 
typed, without the deadly prissi- 
ness that often distances them 
from modern, audiences. 

For their crucial misunder- 
standing, Fiona Reid as Mrs 
Erlynne - secretly Lady W's 
mother - provides every excuse. 
She tacks easily between well- 
practised charm and gut-feeling; 
not a glam Joan Collins, but just 
an older woman who counts 
upon urbane candour to get her 
everywhere. Near the end she 
switches coolly into a few 
anguished minutes of hard truth 
and then back to her brave pub- 
lic persona. Great stuff. 


Hampson, the best French- 
speaker In the cast sang Rodri- 
gue with long breaths that spun 
phrases way across the bar-lines. 
Karita Mattila's Elisabeth also 
did that and sang with extreme 
beauty and sensitivity into the 
bargain: a treasurable portrayal 

Sponsored by trie Royal Opera House 
Trust 


The wittiest bystanders, the 
Duchess of Berwick and Mr Gra- 
ham (Patricia Hamilton and Mike 
Share), deliver their well-known 
epigrams in high style. T here is a 
superb revolving set by- William 
Schmuck, which makes light of 
all the tortuous Act 4 machina- 
tions. This is the Lady Winder- 
mere l shall remember as setting 
a standard. 

But Newton is hot infallible. 
For his revival of Christopher 
Fry's The Lady's Not Far Bunt- 
ing, he has unaccountably cast a 
loud, blustery actor (Simon Brad- 
bury) as Fry's fey, melancholic, 
gently poetical hero Thomas 
Mendip. Bradbury lays waste to 
the play, despite steifeng support 
from everyone else. Fry's fanci- 
ful indulgent poesy deserves bet- 
ter. 

There’s little to say about the 
Shaw revival of Kaufman & 
Hart's You Cant Take It With 
You (1936), one of the earliest 
American liberal feel-good plays, 
except that it is endearingly 
played. Performances by Share 
(the well-to-do lover-boy) and Bri- 
gitte Robinson (the grand Rus- 
sian duchess turned waitress) 
sparkle well beyond the line of 
duty. 

Joy, a little play by John 
Galsworthy (only his second) set 
around a fallen tree on an 
Oxfordshire river in a summer 
night, was an unexpected delight. 


Schiller’s play is 
robbed of spirit 


You can act the plays of 
Friedrich Schiller in more ways 
than one, but you cannot light 
them from within unless you 
bring them largeness of spirit 
Schiller (1759-1805) helped to 
shape European Romanticism, 
the Impact of his plays upon 
western Europe between 1782 
and 1870 can hardly be overesti- 
mated. 

The Schfller/Verdi connection 
is one of the brUUant themes of 
fids year’s Edinburgh Festival. 
During the next two weeks, it 
reveals both Schiller’s The Rob- 
bers (1782). Passion and Politics 
(1784), Don Carlos (1787), and 
The Maid of Orleans (1801) and 
the operas that Verdi made from 
these: respectively. I Masnadieri 
(1847). Luisa Miller (1849), Don 
Carlos (1867), and Giovanna 
d'Arco (1845). 

This is precisely the sort of 
venture that a serious festival Is 
all about. 1 will report next week 
on its overall achievement but 
here I speak only of the Glasgow 
Citizens’ production of The Rob- 
bers, Schiller’s first play and one 
with which be at once thrilled 
Europe. Both good and evO are 
conceived here on a grand scale 
and in considerable moral com- 
plexity, and they are set against 
a large tapestry or family, love, 
power, law, and alienation from 
society. The Citz Is among our 
boldest and most Enrophile com- 
panies in terms of repertory and 
style; bat here, its style is wrong 
far its repertor y . 

This production is a sequel to 
the Intolerable 1995 Citz produc- 
tion of Schiller’s Don Carlos. 
Like that, it employs three of the 
company’s best-known leading 
lights: Philip Prowse (as director 
and designer). Robert David 
MacDonald (as translator - and, 
here, as supporting actor), and 
Giles Havergal (as actor). It also 
employs the same actors, Sophie 
Ward and Benedick Bates, to 
play hero and heroine (Ward, as 
before, goes barefoot although 
playing a great lady) and two of 
the same other supporting act- 
ors. People coming to The Rob- 
bers for the first time may still 
be impressed by Schiller’s 
melodramatic panache. But they 
will see it entirely from outside, 
because none of its cast 


seriously inhabit their roles. 

The worst culprit here is Bene- 
dick Rates, who attempts the 
unusual lour de force of playing 
both the von Moor brothers. 
Franz the nefarious younger 
schemer and Karl the noble 
senior who, outlawed, takes up a 
life of lawless robbery and 
worse. From the knee down and 
the elbow out, he acts very well: 
be can stand still, and can ges- 
ture surely. But he is an atro- 
cious speaker (in a role with 
numerous long speeches), with a 
tight grey voice, a range of less 
th ap ban an octave, and man- 
ner ed, blurting diction. 

There Is no music in him. As 
for heroism or tragic scale, he 
borings to both Franz and Karl 
the callow, loutish pretty-boy 



anger of Joe Orton’s Mr Sloano. 
Some other performances - nota- 
bly Havergal playing the father 
of Franz and Karl with sustained 
quiet - are more compelling. Yet 
none of them are serious; or 
spontaneous. Everyone lets you 
know she or be is acting, with- 
out showing you why. 

This is due to Philip Prow so 's 
direction. He also jazzes up the 
first robbers’ scene wilh a dash 
of flashy Nazism, and kits the 
heroine in a strapless, shoulder- 
less gown when she is in deepest 
mourning. Likewise MacDonald 
has allowed his translation to be 
extensively cut. and ret to be 
spiced with numerous attention- 
seeking obscenities. If you are 
new to The Robbers, it is proba- 
ble that the sheer force of Schil- 
ler's words will transcend this 
performance to some degree. But 
if yon have seen it before, you 
find that the mighty mental 
landscape of Schiller's play has 
been trashed. 

Alastair Macaulay 

King's Theatre, Edinburgh until 
August 21. 



Rawanfing: BtaJr WHtams and David Schumann In 'John BuiTs Other Island* 


The intimate, bated-breath tone 
of it all - adolescent love, 
familial fractures, tbat kind of 
thing - was seductively convinc- 
ing; it said a lot. too much and 
too compactly for its first review- 
ers to take it all In. Among a fine 
company, the veteran actors 
(“seen It all before, but grieve 


Michael Ball excelled. Joy is a 
discovery that one was very 
happy to make. 

'Major Barbara’, 'Lady Windermere's 
Fan 1 and 'You Can’t Take It With 
You' continue in repertory until the 
end of October. The Lady's Not For 
Bunting 1 , 'John BulT and ‘Joy 1 finish 


anyway") Jennifer Phipps and by the end of September. 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBITIONS 
Rijksrnuseum 
Tel: 31-20-673 2121 
Sunday: Photographs by Catnen 
St AriSns. The first in 8 series of 

1 special photography 
commissions asks what do the 
Dutch do on Sundays?; to 
Aug 23 

Steddijk Museum 
Tel: 31-20-5732911 
www.stedeHjlcn] 

Waves Breaking on the Shore... 
Ad Dekkers In His Time: works 
by the Dutch abstract artist 
displayed alongside works by 

contemporaries Including 

Dibbets, Sttuyeken and Andre; to 
Aug 23 

BONN 

EXHIBITION 

Kunst- und Aussfe^ungshafle 
der BundesrepubHk 
Deutschland 
Tel: 49-228-917 1200 
www.kah-bonn.de . 

The Iberians: between toe 

and toe first century BG, this 
little-known civilisation existed on 


the west of toe Mediterranean 
bowl. Some of toe 350 objects 
Included in toe display have 
never before been removed from 
the sites of their excavation. . 
Others have been loaned by 
Spanish and French museums; to 
Aug 23 

EDINBURGH 

DANCE 

Edinburgh International Festival 
Tel: 44-131-473 2000 
www.go-edinburgh. co. uk 
Pacific Northwest Ballet: A 
Midsummer .Night’s Dream. 

British premiere for Balanchine's 
ballet, In a new production by 
Franca Russell, designed by 

Martin Paklodlnaz. Stewart 
Kershaw conducts toe 'Scottish 
Chamber Orchestra and 'Chorus. 
With soprano Libby Crabtree and 
mezzo soprano Louise Innes; 
Edinburgh Playhouse: Aug 20, 

Aug 21, 22 

OPERA 

Edinburgh International Festival 
Teh 44-131-473 2000 

■ www.go-ecllnburgh.CQ.uk 

Don Carlos: by Verdi. The Royal 
Opera in Luc Bondy's 
production, with sets by GiHes 
Afflaiiti and costumes by Moidele 
gickeL The conductor is Bernard 
Haitink and the cast includes 
Karita MattUa and Thomas 
Hampson; Edinburgh Festival 
Theatre; Aug 20 

theatre 

Edinburgh International Festival 
Tel: 44-131-473 2000 

wvw.go-exBnburgh.CQ.uk t . 

• Ufa is a Dream: by Calderon, 


In a translation by John Clifford. 
Royal Lyceum Theatre Company 
production directed and 
designed by CaRxto Bleito; Royal 
Lyceum Theatre; Aug 19, 20, 21 , 
Aug 22, 24 

• The Robbers: by Schiller, In a 
translation by Robert David 
MacDonald. Production by the 
Citizens Theatre Company, 
Glasgow, directed by Phffip 
Prowse; King's Theatre; Aug 19, 
Aug 20, 21 

GLYNDEBOURNE 

OPERA . 

Gfyndeboume Festival Opera 
Teh 44rl273-B15 000 
Simon Boccanegra: by Verdi. 
New production conducted by 
Mark Eider in a staging by Peter 
Hall. With the London 
Philharmonic Orchestra. The title 
role is sung by Elena Pro kina: 
Aug 19, 24 ' 

LONDON 

CONCERT 

BBC Proms, Royal Albert Han 
Teh 44-171-589 8212 
BBC Scottish Symphony 
Orchestra: conducted by Osmo 
vanska In the UK premiere of 
Katevf Aho's Rejoicing of the 
Deep Waters. Programme also 
includes works by Beethoven, 
Shostakovich and Brahms. With 
piano soloist Stephen 
Kovacevich and the London 
Symphony Chorus Aug 19 

LUCERNE 

CONCERT 

International Festival of Muse 


Teh 41-41-226 4400 
wwwXucemeMusic. chi 
Berlin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
toe opening concerts of this 
year's 60th anniversary festival of 
festivals, which will inaugurate 
the new concert half. Programme 
includes works by Rihm arid 
Beethoven. With the Swedish 
Radio Choir and soloists 
including Bryn Terfel; Aug 19, 20 

NEW YORK 

CONCERTS 

Avery Fisher Had, Lincoln - 
Center 

Tel: 1-212-875 5030 
wwwJncolncenter.org 

• I Solteti Veneti: conducted by 
Claudio Sdrnone in works by 
Boccherini, Vivaldi, Tartini, 
Donizetti and Rossini; Aug 20 

• Mostly Mozart Festival 

' Orchestra: conducted by Gerard 
Schwarz In works by Beethoven, 
Mozart and Mendelssohn; 

Aug 19 

PRAGUE 

EXHIBITION 
Gaietie Rudotfmum 
Cindy Sherman: retrospective 
tracing the New York-based 
artist's development from the 
1970s to toe present The show 
presents selections from each of 
her major series, including 
Untitled Film Stills (1977-80), 
Centrefolds (1981) and Fairy 
Tales (1985); to Aug 23 

SALZBURG 

OPERA 


Salzburg Festival 
Tel: 43-662-844501 
Saint Francois d’Assise: by 
Messiaen. Conducted by Kent 
Nagano in a staging by Peter 
Sellars. With the Hal 16 Orchestra 
and Schoenberg Choir, and a 
cast including Joafe van Dam and 
Dawn Upshaw; FetsenreftschuJe; 
Aug 19,22, 24 

THEATRE 
Salzburg Festival 
Teh 43-662-844501 
Troilus and Cressida: by 
Shakespeare. New, 
co- production with Theater 
Basel, directed by Stefan 
Bachmann; Lehrbauhof; Aug 19, 
Aug 21, 22, 23,24 

SANTA FE 

OPERA 

Santa Fe Opera 

Tel: 1-505-986 5900 
www.santafeopera.org 

• Beatrice and Benedict by 
Berlioz. New production directed 
by TTm Atoery. Susan Graham 
will sing the role of Beatrice, with 
Elizabeth Futral as Hero. The 
conductor is Edo do Waart; 

Aug 20 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Tel: 49-431-567 080 

• Schleswig-Holstein Music 
Festival Or ch estra: David Shallon 
conducts works by Bernstein; ’ 
HadereJeben/DK, Kulturhaus 


Harmonien; Aug 19 
• St Petersburg Philharmonic 
Orchestra: conducted by Yuri 
Temlrkanov in works by 
Ri msky- Ko rssakoff , Prokofiev 
and Tchaikovsky; Kiel, Schloss; 
Aug 19 

SEATTLE 

OPERA 
Seattle Opera 
Tel: 1-206-389 7676 
wwwjseattieopera.org 
Tristan und Isolde: by Wagner. 
New production by Francesca 
Zambello, conducted by Annin 
Jordan. The title roles are sung 
by Jane Eaglen and Ben 
Heppnen Aug 19, Aug 22 

TOKYO 

CONCERT 
Suntory Hafl 
Tel: 81-3-3584 9999 
Affinis Festival Orchestra: 
conducted by Mstislav 
Rostropovich in works by 
Prokofiev and Tchaikovsky; 

Aug 20 

VERONA 

DANCE 

Teatro Romano 
Tel: 394)45-800 5151 
www.arenaJt 

Romeo and Jutieh by Prokofiev. 
Robert North's choreography, 
created in 1990, is presented 
here for toe first time in a 
production designed by Andrew 
Storer. Romeo and Juliet are 
danced by Benito Marcelmo and 
Mia Johansson; Aug 19, 21, 22 


OPERA 

Arena di Verona 
Tel: 39-045-800 5151 
www.arena.it 
Tosca: by Puccini. New 
production by Giuliano Morrtaldo. 
Cast includes Ruggero Raimondi 
and the conductor is Angelo 
Campori; Aug 19, 22 

WASHINGTON 

OPERA 
Wolf Trap 

Tel: 1-703-218 6500 
The Barber of Seville: by Rossini. 
Wolf Trap Opera Company 
production; Aug 20, 22 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06J30: Moneyline with Lou Dobbs 
1&30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20; 11:20; 11:32; 1220; 13:20: 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports Uve from UFFE as the 
London market opens. 
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that toe devahiation 
validates one side of what 
wrare previously highly ' 
divergent expectations. 

When governments 


MARTIN WOLF 


Regimes in a fix 

Adjustable exchange rates and free capital flows do not mix. If 
crises are to be avoided, countries must choose between them 


Some countries devalue; 
others default Few do both 
on the same day. Never 
Inclined, to do things by 
halves, the Russians are the 
exception. 

By combining a 
devaluation with a forced 
restructuring of domestic 
debt, imposition of capital 
controls and a 90-day 
moratorium on foreign 
commercial debts, the 
Russian authorities have 
sacrificed their stabilisation 
policy and initiated a 
general default. In just one 
day, the fruit of the long 
effort to give Russia a stable 
currency and win a 
reputation for finanrial 
reliability has. it appears, 
been thrown away (see 
opposite). 

Whatever the direct 
repercussions turn out to be 
for Russia and the world at 
large, this failure underlines 
and amplifies lessons that 
must be drawn from all the 
crises of the past 14 months. 

First the International 
Monetary Fund cannot 
eliminate the confidence 
crises to which adjustable 
peg exchange-rate regimes 
are so prone. 

Second, attempts to 
operate such regimes in the 
absence of tight controls on 
capital inflows and strong 
regulation of domestic 
financial system have 
potentially devastating 
effects on economic stability. 

Third, for particular 
countries, the choices of 
regime break down into a 
freely floating exchange rate 
or a currency board (without 
capital controls) or pegged 
exchange rates (with them). 

finally, if there is to be a 
world with pegged exchange 
rates, but no capital 
controls, there must also be 
a true international lender of 
last resort 

Consider each of these 
points in turn. 

On the first, only last 


month the IMF agreed to a I 
S23bn support package for . | 

Russia. The main purpose 
was to increase confidence j 
in the government’s ability 
and willingness to service j 
debt and maintain the . 
exchange rate. 

Although that lack of 
confidence had, at its root, 
the political, financial and 
economic frailties of the ] 
country, it was also , 

self- fulfilling : the 
extraordinarily high interest 
rates (of well over 100 per j 
cent in real terms) that the 
government was farced to ] 
offer undermined credibility 
rather than reinforced it. | 

This package has foiled. 
When a borrower has to cope j 
with a run, it needs a lender 
of last resort able to supply | 
the desired funds without 
limit But the IMF can never I 
provide funds In this way. 1 
Worse, what it does provide 
is available only in tranches, J 
with the delivery of each j 
depending on the borrower’s I 
ability to satisfy demanding I 
conditions. Thus the new 
funds are not merely limited j 
in aggregate, but the j 

chances of delivery are also | 
uncertain. ’ 

When the pegs go 

Exchange rates rebnad against Bn tioflar 


Any exceptionally large 
IMF programme is therefore 

more likely to convince 
creditors of the extent of the 
crisis than persuade them to 
wait while it is resolved. As 
the IMF’s money comes in 
the front door, creditors 
leave by the hack, carrying 
as many sacks as they can. 

IMF funds will always be 
both limited and subject to 
tough conditions. Jt is 
difficult enough to get the 
money from legislators, 
particularly the US 
Congress. It would be 
impossible to do so without 
the promise of tough 
conditionality. Yet this 
means that the IMF is 
unable to remedy a crisis 
of confidence in an 
adjustable-peg regime that is 
not buttressed by e ff ecti ve 
controls on capital inflows 
and outflows. 

Turn, then, to the second 
point The failure of an 
adjustable-peg regime can, 
as the chart indicates, be 
devastating. Currencies are 
prone to collapse. The 
principal reason for this, 
powerfully demonstrated in 
east Asia and likely to prove 
true in Russia as well. Is 
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rates over a reasonably 
lengthy period, some . 
investors will start trusting 
them, while others win not. 
Believers are likely to look 
at interest rates abroad and 
compare them with often 
much higher interest rates 
at home! and decide to 

borrow In foreign currency 
and laid at home. Behind 
such divergences often lie 
efforts by the monetary 
authorities to target the 
exchange rate and curb . 
domestic credit expansion at 
ops pud the muib Hrnf» ■ 

This form cdF speculation is 
precisely what financial 
institutions and private 
companies did in Thailand. 
Indonesia and South Korea. 
They harrowed abroad, 
undo- what they thought 
would be a stable exchange 
rate, to replace expensive 
borrowing at home. For 
these borrowers, devaluation 
is devastating. Institutions 
that have borrowed foreign 
exchange find themselves 
cut off from further credit 
They have to sell domestic 
assets to obtain foreign 
currency. The currency foils, 
exacerbating speculation 
against it, and spreading 
insolvency throughout this 
private sector. This is what 
lay behind the devastating 
collapse of east-Aslan 
currencies. 

The danger explains the 
third point. Where capital 
flows are uncontrolled - and 
implicit and explicit 
Speculation correspondingly 
easy - governments have to 
avoid potentially expansive 
divergences in expectations 
about their future policies. 
They need to establish a 
dear and over-riding 
exchange rate regime, 
buttressed by robust 
flanking policies for the 
budget and financial 
regulation. Of the 
alternatives only free 
floating and currency boards 
pass muster. 

Under free floating, a 
country must establish 
stable inflation. The best 
way to achieve this is via an 
independent central bonk 
with an inflation target Far 
small countries, or countries 
unable to establish 
autonomous domestic 
institutions, the alternative 


Qualified contrition 

Clinton’s tactics have probably protected him against impeachment. But, 
says, Gerard Baker, politically he has been seriously damaged 

A s mea culpas go, vate lives. It is time to stop limited. He believes that the instead, was clear: Mil 1 
it was surpris- the pursuit of personal next few months will be crit- Starr's inquiry by confotn 
ingly unapologe- destruction and the prying IcaL His best hope of mam- mg his efforts to prove 
tic. President BUI into private lives and get on taining his political advan- crime, and call instead ' 


A s mea culpas go, 
It was surpris- 
ingly unapologe- 
tic. President Bill 
Clinton's address to the 
nation on Monday night had 
been billed as an outpouring 
of personal contrition, an 
acknowledgment that he bad 
lied to the public about his 
relationship with Monica 
Lewinsky, and a plea for for- 
giveness. 

Authoritative leaks from 
the White House last week- 
end suggested Mr Clinton 
might hold out an olive 
branch to his tormentor, the 
special prosecutor, Kenneth 
Starr. In the interests of 
national reconciliation, that 
version went, he would use 
bis acknowledgment of guilt 
to call for an end to the 
whole sorry mess. 

In the event, the four-min- 
ute performance, watched by 
two- thirds of adults across 
the country (and hundreds 
of millions mare around the 
world), was less contrite 
than it was defiant Though 
he acknowledged he bad 
“misled" everyone, including 
his wife, about his contacts 
with Ms Lewinsky, and 
though he admitted respon- 
sibility for what he said was 
an "inappropriate relation- 
ship’’. he saved his emotions 
for another ringing denunci- 
ation of Mr Starr. 

The viewer was left with 
no doubt whom Mr Clinton 
felt was responsible for the 
corruption of the national 
debate over the previous 
seven months. "It’s nobody’s 
business but ours." he said. 
“Even presidents have pri- 


vate lives. It is time to stop 
the pursuit of personal 
destruction and the prying 
into private lives and get on 
with our national life." 

The White House was anx- 
ious to emphasise yesterday 
that Mr Clinton had 
expressed remorse, and chat 
his gesture would endear 
him to the American people. 

"Last night was for me a 
very moving moment," said 
Ann Lewis, the White House 
director of communications. 
“The president said: 1 mis- 
led the American people. I 
take full and complete 
responsibility.’" 

But that was only part of 
the message. Although Mr 
Clinton called for an end to 
the long inquiry, the surpris- 
ingly tough tone of the 
address almost guaranteed 
the reverse. In reality, Mr 
Clinton knows that the deci- 
sive stage of this long battle 
is only just beginning. 

It is now clear that Mr 
Starr Intends to produce a 
report to Congress, perhaps 
within a month, with a prob- 
able recommendation for 
impeachment No amount of 
remorse from the president 
was going to deflect the spe- 
cial prosecutor from expos- 
ing what he saw as illegal 
acts. If Mr Clinton's adviser 
had really been hoping, as 
some suggested, that Mr 
Starr might be satisfied with 
an acknowledgement of past 
wrongs, they were quickly 
disabused when Mr Clinton 
gave them his testimony on 
Monday. 

That is one reason why Mr 
Clinton's mea culpa was so 


limited. He believes that the 
next few months will be crit- 
lcaL His beet hope of main- 
taining his political advan- 
tage in the coming period 
will be to stay cm the offen- 
sive. 

Most Americans seem to 
share Mr Clin ton’s view that 
the inquiry has gone well 
beyond the bounds of 
decency. All along. Mr Clin- 
ton has known that his fate 
would be determined by the 
political judgment of the 
American people. Although 
it is the Congress that must 
decide whether or not to 
impeach him. it cannot act 
against the public’s will Mr 
Clinton's approval ratings 
have remaine d hig h through- 
out the trauma; watching 
the poll numbers, his- politi- 
cal enemies have shown no 
stomach for the fight to oust 
frim- 

Popular though Mr Clin- 
ton remains, he is still vul- 
nerable. If Mr Stare can dem- 
onstrate to the Congress that 
the president has broken the 
law, it will have to begin its 
own inquiry which could 
lead to Impeachment pro- 
ceedings. These would prob- 
ably drag into next year. 
Even if they did not result in 
impeachment, Mr Clinton 
knows such proceedings 
would probably destroy what 
remains of his presidency. 

This was the other key ele- 
ment in Monday’s qualified 
act of contrition, if he had 
admitted committing a 
crime, be would have taken 
the first step an a danger- 
ously slippery slope. 

The Clinton strategy. 


President Clinton’s approval ratings 
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Is a currency board. In this, 
the country's cash is folly 
. backed by foreigh. currency, 
and exchange between the 
two is at an irrevocably fixed, 
rate. Autonomous monetary ' 
policy Is then eliminated. • 

If H is Impossible for a 
country to make any 
commitment to monetary 
stability, neither alternative ' 
will work. But an 
intermediate policy will also 
fefl, as Russian experience 1 
demonstrates. After this ~ 
latett debacle, the case made . 
by Steve Hanke of the Johns 
Hopkins University for a 
currency board needs 
consideration, even inthe 
case of Russia,* It may be 
impossible to make such av 
discipliued system work 
there. But it Is difficult- to ' 
see what else wiH 
The- point can be' turned 
round. If a country wants 
the flexibility of an 
adjustable-peg regime, it 

cannot also allow free 
speculation on the durability 
of the rate. It must have 
some control over capital 
flows. The old Bretton ■ 
Woods system was logicaL 
With exchange controls, that 
regime was manageable. - 
Without them, it was not 
Finally, all this also says 
something important about 
the aim of putting capital 
account convertibility into - 
the IMF's articles. There is a 
case for this. But one must 
also insist that countries 
have exchange-rate regimes, 
fiscal policies and a system 
of financial regulation fully 
consistent with such 
freedom. Alternatively, there 
must be an international 
fender of last resort capable 
of supplying enough money 
to deal with the inevitable 
crises of confidence. 

Indeed, it is very likely 
that there will need to be 
both, particularly if 
emerging market economies, 
with all their economic, 
political and finanrial ■ 

weaknesses, are to take the 
recommended plunge. The 
alternative is one ruinous 
financial crisis after another. 
Russia's is just the latest in 
a long line. It is not going to 
be the last 

* Steve K Hanke, Lars 
Jommg and Sint Schuler , 
Russian Currency and 
Finance- a Currency Board 
Approach to Reform, London. 
Routledgc, 1993. 
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Market intervention an act of folly 


From ProfBehry $. Rotaen. 

Sir- ’tast Friday the Hong . 
Kong Monetary Authority 
committed an unwise act. 
For the first time, it inter, 
vened in -the Hong Kong; 
equities market The pur- 
pose wafe to foil the hedge 
funds; According to Donald 
Tsahg, financial secretary. 
“We. do not tolerate attempts 
to manipulate bur - interest 
rates ' by.' engineering 
extreme- conditions in! the. 
money .market so they, can - 

benefit, the short ^positions 

they have buOt up in Jiang 
Seng index 'futures." . . . 

The Intervention appar- 
ently worked - on Friday. . 
The main Hang Seng index 
jumped' B.5 per cent But -■ 
there .will be a longer-term 
cost 

To understand why, con- 
sider how the speculators 
operate- They want to sell . 
both the Hong Kong cur- 


rency and stocks short 
Because, banks wont lend . 
money ■-to: speculators, they 
borrow Hong Koiig stock; 
fedl . tt, tbm sefl. tne/ Hobg.' 
EhngdoIl^^tii^ge&Maii£ 
t aming IhffVail^o^thfe cur- 
rency. requires fife ttutotjrjly 
to xklse.iiifare3t?rates and 
this Anises stock", prices to 
decttoe.' H Qxl the tndifeely 
CTbutJthe 

the:tf5.>eJretol hreak,toey • 
would- -Xoakermaheymi .that 
trade- in dwrt * appa^tfy 
- they cant lose; •' > 

6n£ - bear see / WJfy the . 
HKMAwas tempted to band ' 
lbe * speculators a loss- .BuT 
for severalreascoffl . inierVeat-' 
ing'in fife Rubies market is: 
a mistake. One Is that' m a 
Competition between : the 
judgment of bureaucrafe 
politicians with the market, 
one Should -usually, bet on 
the latter.. The EfKMA might 
have made money on Friday,. 


!!bnt it- hfight lose it. and 

- more, in the coming /week?- . 

' More important for foreign 
investors is the viola t ion of 

’ tiaif reputation of Hong Kong 
^-operating through trans- 
ypafent rules - and certainly . 
for nbt .-manipulating the 

- stock -market. Even, more 
important is the incentive 
.domestic investors how have . 
-, to demand government sup- 


Scots promote independence 


From Mr Kevin J. Pringle. 

Sir, I refer to the article 
"L’Ecosse Libre” (August 14) 
by Andrew Gowers, which 
suggested business concerns 
over the process of constitu- 
tional change in Scotland. 
While the attention on Scot- 
land is very welcome it 
would have been helpful if 
he bad referred to Business 
for Scotland, a new organisa- 
tion of experienced business 
people promoting indepen- 
dence among their peers, 

The Scottish National Par- 
ty’s proposals to cut corpora- 
tion tax in an Independent' 
Scotland - following our 
analysis of the Republic of 
Ireland's plans to move to a 
I&5 per cant corporation tax' 
by 2003 - is a key example of 
how an imaginative 
approach to economic policy 
can help boost investment, 
growth and jobs in Scotland. 
Rather than receiving 
“favourable treatment" 
within the Union, Scotland 
has sent £27bn more to the. 
Exchequer than we have 


received back since- 1979. 
Donald. Dewar, . the JScOttish 
secretary, is on record last 
September as accepting this 
£27bu surplus as “a fact”. / 
s. Mr Gowers also implies 
tint toe Scots "do hot. really 
want" independence. But 
private polling for the SNP 
shows support for tndepeh- 
- donee - outstripping . the . 
[Man by 60 per cent to 40 
per cent. Among people aged 
1A34, the figures are 75 per 
cart to 25.per cent, 

Finally, ;tt is suggested 
that the SNP would hold an 
independence referendum 
"again and again". For the 
first Scottish parifament, our 
policy is to hold one referea- 
dum on independence within 
the four-year lifetime of that 
parliament - a ' position 
backed by 82 per cent of 
Soots in the poIL- . v . 

Kevin 1. Pringle, 
director of communications, 
Scottish National Party, 

6 North Charlotte Street, . 
Edinburgh, UK ~ 


: stock prices decline. The 
HEMA can no longer say: 
That is something we do - 
...not da" 

' Wmng Kong has,, unneces- 
, Sony, created -a poten tially 
serious moral hazard prob-. 

: ten fertile fixture. 

Hear?' S, Bowen, • 

flhrecbMV, 

Asia/Pacific Research 
Center/ * . ' 

Stanford University, - 
08111001118,118 

The board that 
no one sits on 

From Mr Geoffrey Beams. 

5Bf, With. reference to. your.. 
Letters column of August 14, . 
it -helps if all the partic ip a nt s 
in the debate on the Russian 
financial • crisis understand 

the technical terns. 

■A currency board is not a 
group , of people, ft (s an > 
automatic mechanism that 
ties a country's domestic 
monetary base to its level of 
.foreign exchange reserves. 

' 'The only sense in which any- 
oue .^sits" on such a (cur- 
rency) board is that, if Rus- 
sia were to adopt a currency 
board solution, its monetary 
policy would de facto be 
.determined by toe US Fed- 
1 eral Reserve (if tied to the 
.dollar), or , the . Bundesbank 
Of tied to thie D-Mark) and so 
on. 

Geoffrey Dennis, 
global emerging markets 
equity strategist, 

Deutsche Bank Securities, 

’ 8 Blsliopsgate, j 

. London ECZN 4DA, UK 
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instead, was clear: kill Mr 
Starr's inquiry by confound- 
ing his efforts to prove a 
crime, and call instead on 
the American people to dis- 
miss whatever the indepen- 
dent prosecutor may say as 
illegitimate. 

The president will describe 
anything he may have done 
as a "lapse in judgment” ar a 
moral weakness - wrong, 
bat essentially within the 
domain of private behaviour. 
Mr Start's approach will be 
equally simple: to prove that 
Mr Clinton broke the law. 
Who will win? And what will 
be the long-term conse- 
quences for the president 
and the presidency? 

Monday’s events - the 
televised speech, and the 
more than four hours of 
interrogation of Mr Clinton 
by Mr Starr’s prosecutors - 
give us a few more dues. 
While the national address 
outlined the political strat- 
egy for survival, what is 
known of toe president’s tes- 
timony suggests his legal 
defence is also Indeed down. 

It was dear from remarks 
by David Ke nd all, the presi- 
dent's lawyer, afterwards 
that the grand jury session 
had been a confrontational 
one. Several times Mr Clin- 
ton refosed to answer ques- 
tions he found overly "intru- 
sive”. And. the president 
curtailed toe questioning at 
the agreed hour, waving 
away prosecutors’ requests 
for a few more questions. 

Though the proceedings 
were closed, it is possible to 
make some assumptions 
about what those areas of 



Cflntqn's moment of truth:lxrt hi# TV coofeaafan has not brought hi* tong battle wfth KwmBthStarr.to.an end 
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questioning were. Mr Clin- 
ton evidently denied that be 
had committed perjury in 
his deposition in the Paula 
Jones sexual harassment 
case in January. In that tes- 
timony, he said he did not 
have sexual relations with 
Monica Lewinsky. But "sex- 
ual relations" was defined 
precisely, and may have 
been interpreted to exclude 
certain types of sexual activ- 
ity - including the one Mr 
Clinton now appears to have 
acknowledged he bad with 
Ms Lewinsky. 

It was this tortuous logic 
that enabled Mr Clinton to 
say on television on Monday 
night that his original depo- 
sition had been, "legally 
accurate”. But it dearly did 
not satisfy Mr Starr’s prose- 
cutors . Ms' Lewinsky has 
told them that she and the 
president engaged in other 
types of physical .contact 
that fell within even the nar- 
row bounds of the definition 
given to toe Jones case, and 
they wanted to ask the presi- 
dent to confirm or deny, 
those acts. This is where Mr 
Clinton appears to have 
drawn the line and refused 
to answer questions. 


Mr Starr made it clear that 
he still wants answers to 
those questions. Prosecutors 
even suggested they could 
yet force answers from the 
president by a subpoena. 

This is where the political 
element of Mr Clinton's 
strategy will re-enter the 
equation. If Mr Starr does, 
demand more, the White 
bouse wfl] argue - poblidy 
- that he is intruding Ear 
beyond the limits Of respect- 
able. inquiry. ... 

And ultimately, even if Mr 
Starr force the president to 
give more details, it may not 
help him. Since Mr Clinton 
has already testified to a sex- 
ual contact with Ms. Lewin- 
sky, he has neutralised the 
legal potency of -the famous - 
dress of Ms Lewinsky, the 
only tangible piece of evl- 
dence -Mr Starr seems to- 
have; Unless the prosecutor 
has/ ‘ something really . 
.remarkable up Ids sleeve, he . 
wlfl. be forced to rely only on 
Ms Lewinsky's word- to 
argue the president perjured 
himself. That is unlikely to ' 
be enough to be truly con- 
vincing. 

In any event it has been 
clear all along that. Mr 


Starr’s real purpose has been 
to prove not just perjury- but . 
obstruction of justice by the 
president Here again, prov- 
ing unlawful behaviour 
beyond a reasonable doubt 
.will not be easy. 

. Mr Clinton's lawyers and 
political advisers are hoping 
he baa done enough.. Pained 
and tortuous though the 
semantic Juggling has been,' 
the lawyers are confident Mr 
Clinton has closed off clear 

paths connecting him to any 

crime. They still expect : Mr 
Starr in produce a rfrniwWig 
report,' probably based on 
circumstantial evidence. At 
that point, . advisers hope, 
the American people win 
simply want the matter laid 
to resL - 

So much may be true. But 
there were few people. even 
among the president's clos- 
est .supporters, who' were 
prepared ta argue yesterday 
that legal. survival is the; 
stone as 'political renais- 
sance.- to short, Mr CHntonls 
presidency may be irrepara- ’ 
bfy Harmed. y 

When lawyers initially 
considered the mea culpa' 
.approach'd weefc.or so ago, 
there were same who argued 


it could give the country a 
clean break. It might even 
create some good will for Mr 
Clinton that would enable 
. him to tackle the Increas- 
ingly difficult policy chal- 
lenges he faces at home and 
abroad. 

In toe aftermath of Mon- 
day’s dramas, that confl- . 
dance has dissipated. Even 42 
at toe White House, where ^ 
many lost credibility defend- 
tog toe president, some were 
disappointed. 

. And among former 
.supporters there was a 
broader sense of malaise. 

The president's has often 
been criticised for his “pat- 
tern ,of behaviour". This 
time the pattern , is discerni- 
ble again through his denial. 

Us verbal and legal contor- 
tion,' and perhaps even the 
lack of. judgment .that drove 
him tote an affair with a zi- 
year old . White House 
'.trainee. . 

ATI that struck some as 
further depressing evidence y- 
that Mr Clinton Is once *? 
again using his prodigious 
political talents not as a 
springboard to greatness, 
but as an Escape hatch from 
. taminal trouble. -. 
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The two faces 
of Mr Clinton 
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Now. we have to wait. President 
BUI Clinton, after an uninspiring 
address to the nation on Monday 
night, has gone on holiday. Mem- 
bers of Congress have scattered 

to all parts of the nation for the 
summer recess and will be listen- 
ing intently to the mood of their 
constituents as it develops in the 
coming weeks. Kenneth Starr, 

M the independent counsel, is work- 
ing on the report he is likely to 
deliver to the House in the near 
future, and which in large mea- 
sure will determine the presi- 
dent’s fate. 

The public 1 b going to make its 
choice between two conflicting 
camps in what is now becoming a 
political more than a legal argu- 
ment. One, led by the White 
House, argues that the Lewinsky 
affair is essentially a private mat- 
ter - in Mr Clinton's words, some- 
thing “between me, the two 
people I love most, my wife and 
our daughter, and our God". He 
has said he deeply regrets his 
personal fail are - but that this 
affair is a distraction tha t has 

<b.. been allowed to grow out of all 
* proportion, and it is time to move 
on. 

The opposite camp, which 
appears to include' a good num- 
ber of Republicans on the BOS as 
well as Mr Stair, claims that the 
issue is not about sex and Is not 
a private matter. It concerns 
whether the president has broken 
the law, by committing perfury 
or by encouraging others to sub- 
orn due legal processes. With this 
in mind, it is possible that Mr 
Starr could subpoena the presi- 
dent to appear before the grand 
jury again to answer the ques- 
tions he refused to address when 
he testified on a “voluntary” 
basis on Monday. 

The public also has to choose 

N : 


between two presidents. One is 
the Mr Clinton who has led the 
nation during a period of aston- 
ishing economic strength, and 
who has shown hiTp s p lf to be an 
inspiring voice to the country at 
times of high national drama. 
Two recent examples came after 
the shootings on Capitol HSU and 
the bombings in east Africa: he 
said exactly the right things, in 
exactly the right tones. 

The other Mr Clinton is a man 
who has shown himself time, and 
again in matters of- persona] 
behaviour to bq shifty an d dis- 
sembling, incapable of a frank 
ad m i ssion of wrong doing , awd 
largely indifferent to the impact 
of his actions on those closest to 
him. His earlier denials of a rela- 
tionship with Ms Lewinsky were, 
he told us on Monday night, 
“legally accurate”. His television 
address could and should have 
been more conciliatory, less 
manipulative, lids was not the 
moment to mount yet another 
attack on the actions of Mr Starr. 

Unless the independent counsel 
has some new and damning evi- 
dence up his sleeve, Mr Clinton 
will survive this dreadful 
moment of public humiliation. 
Nothing on record to date , ranks 
as the high crime or misdemean- 
our that could lead to impeach- 
ment, and there is no stomach 
among most Republicans to pur- 
sue such extreme action. 

Looking farther ahead, there is 
enough time left in this presi- 
dency, and enough important 
jobs to be done at home and 
abroad, for Mr Clinton to go some 
way towards rebuilding his sta- 
tus in the country and the world. 
But at this moment, it is hard to 
avoid a sense of palpable gloom, 
or to shrug off the thoughts of 
what might have been. 


I New Zealand last 


New Zealand’s politicians seem designed to keep the coalition in 
determined to give the country’s - place. 

new system of proportional repre- The main disappointment has 
sanation a bad - name: Nbr? mri 3r ^riiettf^ftBg'~fiTatig and unfothom- 


did it make for an unstable coali- 
tion that proved too much for 
Jim Bolger, the- previous prime 
minister, to handle, but his suc- 
cessor, Jenny Shipley, is strug- 
gling to survive after the ejection 
from the cabinet of Winston 
Peters, the treasurer whose New 
Zealand first party held the bal- 
ance of power. 

For critics of PR as a system, 
this is all grist to the mill. Borne 
New Zealanders argue that PR 
has cheapened politics, with 


able .Mr Peters himself. After 
insisting at the outset on a 
detailed coalition agreement, be 
and his. party have contributed 
tittle to government but the occa- 
sional colourful scandal, alien- 
ating a laige segment of his origi- 
nal supportere to the process. 

The real message is not that 
PR itself, is intrinsically a bad 
idea, but that it matters bow poli- 
ticians respond to it The right 
balance has to be struck between 
the larger parties and the smaller 
ones that bind coalitions. Unless 


debate becoming dominated by 

“1 divisions between New Zealand they exercise their power con- 
• First and its bigger National . structively, smaller parties m ay 
party partner. The original coali- simply not survive. Diversity of 
tion negotiations gave tor too 
many concessions to New Zea- 
land First. Policy-making has 
been dominated by horse- trading 


choice is supposed to be the 
attraction of PR, but New Zea- 
land shows it takes a long time 
for the system to bed down. 


LTCB fudge 


Is the new Japanese government 
of Keizo Obuchi capable of sort- 
^ tag out the Japanese banking 
■fr system? Judging by its approach 
to the problems of Long Term 
Credit Bank of Japan, the most 
troubled of the country’s top 19 
banks, it bas little appetite for 
the task. 

Throughout this slow-burning 
banking crisis the authorities 
have been criticised for their 
reluctance to expose the full 
extent of the banks’ bad debt 
problems. The establishment of 
the new Financial Supervisory 
Agency ’was supposed to address 
this critique- 

Its- audit of the top 19 banks 
was expected to introduce much 
needed transparency and provide 
a basis for strict restructuring 
plans at the weaker banks. Yet 
p • Mr Obuchi has now declared that 

%it would be inappropriate to pub- 
’ lish the outcome, due this 
autumn, of the FSA’s audit of 
LTCB. So the pressure for greater 
transparency is off. 

Meantime the Democratic 
Party of Japan has attacked the 
so-called bridge bank plan that 
flimft to healthy borrow- 

- ere from failed institutions. It 
claims the criteria tor defining 
insolvency and establishing 
which borrowers will qualify tor 
funding are unclear. This is true. 

And now there are rumours 
that the difficulty ta merging the 
healthy parts of LTCB with 
Sumitomo Trust are causing the 
government to consider a 
.. full-blown rescue for LTCB. For 
I its part, Sumitomo Trust has 
shown just how Car it trusts the 
government by in s i s ting -on an 
independent audit of LTCB by 
Arthur Andersen - unprece- 
dented behaviour in Japan. 

For want of hard data It is diffi- 


cult to know whether national 
tion makes sense. Certain __ 
LTCB is much tagger than Hok- 
kaido Takushoku Bank, which 
was allowed to toil last year at 
high cost to the local economy to 
Hokkaido. LTCB also has much 
larger international exposures. 

Vet it is hard to believe that 
the loss of one out of 19 banks 
would significantly exacerbate 
Japan's wider credit crunch. Nor 
Is it clear that the credit crunch 
is a reflection of capital strain in 
banking. Inadequate profitability 
and poor quality balance sheets 
in Industry and commerce may 
be the more important constraint 
cm financial Intermediation. 

Given the dismal management 
of the banking crisis to date 
there must be a risk' that a state 
bail-out would be as disastrous as 
that of Credit Lyonnais in 
France, where taxpayers were 
saddled with a huge bill for 
loss© Incurred as the bank tried 
to trade its way out of trouble. IT 
the Japanese government does go 
down this route, it would be vital 
to unveil a dear plan, together 
with an equally clear timetable, 
fbr an orderly run down. 

To be credible, such a plan 
would have to include significant 
reductions in staff numbers. 
Without that reassurance the 
markets would take a bail-out 

amiss. And © long as the govern- 
ment prevaricates over loss rec- 
ognition in banking, it will be 
harder to find solutions for other 
troubled banks. 

For a successful banking out- 
come Japan badly n eeds - a 
resumption of economic growth. 
But it also needs a government 
that ceases to fudge- So tor, so 
predictable: Mr Obuchi does not 
inspire . confidence on this 
score. 


ussia S 



options\_ 


Jolin Thornhill explains why Russia has devalued the rouble and asks whether it will work 


I .t .was a typically Russian 
choice between fbe very bad 
and the catastrophic. And' 
to a fraught meeting last 
weekend,- top government minis- 
ters concluded that they had no 
alternative but to choose the. very 
bad. With the central bank haem- 
Kxhaging up to Slbn of reserves 
a week and no additional finan- 
cial support likely to be forth- 
coming from abroad, the govern- 
ment concluded it could no 
longer defend the rouble. It wid- 
ened the bands within Which the 
currency is free to Hoot, imposed 
a 90-day moratorium on some for- 
eign debt repayments and said it 
would restructure the domestic 
debt market. The rouble 
promptly sank. 

This was very bad because by 
the spring of this year, Russians 
bad started to believe in the 
once-tocredlble notion that their 
currency might be a store of 
value. Taxi drivers, stall holders, 
and odd-jpb men, who once 
demanded payment in dollars, 
grew just as happy to be paid to 
roubles. Thousands, if not mil- 
lions, of Russians started opening 
rouble bank accounts and buying 
rouble-denominated financial 
assets. Russia was beginning to 
build its own, financial system. 

Those hard-won gains have 
now been jeopardised, if not 
wrecked, by the government's 
decision on Monday to cut the 


rouble free from its narrow trad- 
ing band. Overnight, the govern- 


dence in the currency - one of 
t he main a chie v ement s of reform. 
Shops immediately marked up 
the price of goods by up to 20 per 
cent; currency exchange points 
were only prepared to sell dollars 
at a rate of 90. as opposed to the 
official rate of 6.432. 

But the government deemed 
that all this, bad as it is, was 
preferable to the catastrophic 
alternative: propping up the rou- 
ble .until, the dollars ran out, 
when the rouble would have 
come crashing down. It is bettor, 
ministers argue, to use precious 
foreign reserves to help manage a 
controlled devaluation than to 
blow, them all in a futile defence 
of the indefensible. 

The fear was that if this had 
happened, inflation would have 
risen uncontrollably, the inexpe- 
rienced government would have 
fallen, Boris Yeltsin's ebbing sup- 
port would have vanished and 
Russia would be plunged back 
into a famfflair turmoil, with a 
discredited president- fighting a 
resurgent Communist party amid 
a nationalist backlash against 
r e form . • ‘ 

In other words, the justification 
for this abrupt change of course 
is that it was the lesser of two 
-evils and, in that sense, unavoid- 
able. But that raises several ques- 
tions: if it was Inevitable, how 
did Russia come to foce such an 
unenviable choice? And if the 
government has chosen the 
lesser of two evils, does this 
nvwn hm done enough to 

end its crisis, winning some 
financial stability and avoiding 
the direst consequences? 

Sergei Kiriyenko, Russia’s 
youthful prime minister, 
explained on Monday how Russia 
had got into this mess. The gov- 
ernment's first line of defence, he 
said, had been breached as a 
result of the further slide in the 
oil price and the downturn of 
global financial markets. It was 
now necessary to toll back on a 
second fine of defence. - 

Already the recriminations 
have begun as to why that first 
line of defence proved so flimsy. 
Just a month ago, the Interna 
timid Monetary Fund approved 



the first tranche of an additional 
fll^bn loan designed to preserve 
the rouble's stability. 

But Pavel Teplukhin, econo- 
mist at Troika Dialog Asset Man- 
agement, a Moscow-based fund 
management group, argues the 
IMF package was misconceived 
because it attempted to treat the 
symptom of Russia’s financial 
problems rather than its causa 
The government's principal diffi- 
culty was that it faced a critical 
short-term funding crisis that 
was only obliquely addressed by 
the IMF package. 

Understandably, the IMF was 
reluctant to use western taxpay- 
ers' money to buy off reckless 
foreign speculators in the Rus- 
sian government debt market 
who were selling out of their 
positions and putting pressure on 
the. rouble. So the IMF bolstered 
the central bank reserves to 
inject more confidence in Rus- 
sia’s financial stability and hoped 
the debt malkefcs would work the 
problem out by themselves. 

Initially, the strategy appeared 
to be working: Interest rates on 
short-term government debt turn-, 
bled, from 130 per cent to SO per 
cent and most investors passed 
up an opportunity to swap their 
rouble debt into doUar-denonu- 
nated paper, believing the threat 
of a devaluation had receded. 

The trouble was that the IMF 
deal depended on several crucial 
items of legislation passing 
through parliament - and the 
Duma emasculated much of the 
anti-crisis package designed to 
shift the tax burden from the cor- 
porate to the personal sector. 
That raised concerns about Rus- 
sia's ability to meet the tough 
budget targets and the IMF 
decided to withhold $800m of its 
first $5.6bn tranche, undermining 
the credibility of its own pro- 
gramme. The government's poor 
handling of a series of debt auc- 
tions further unnerved investors 
while a blazing public row 
between the central bank and 
finance ministry over policy dif- 


ferences tarnished the image of 
Russia's monetary authorities. 

A further downward lurch in 
the Internationa] oil price and 
Asian financial markets dealt the 
final blow to market confidence. 
“The global financial turmoil led 
to a flight to quality and Russia 
was not. an obvious destination,” 
says one economist drily. 

The government's decisions on 
Monday to allow the rouble to 
float, to freeze and forcibly 
restructure the domestic debt 
market, and to impose a 90-day 
moratorium on the repayments 
of scone foreign commercial debts 
were intended to buy the govern- 
ment time to grapple with its eco- 
nomic problems. There is no 
doubt that in the short-term 
these measures will help - albeit 
at a high long-term cost 

George Soros, the international 
speculator who argued in a letter 
to the Finan cial Times last week 
that Russia should change its 
self-defeating monetary policies' 
and introduce a currency board 
after a “modest" devaluation, 
praised the government’s actions. 

The change of policy wfQ cer- 
tainly have several benefits. 
Before it froze Its domestic debt 
market this week, the govern- 
ment was spending about one- 
third of its monthly budget reve- 
nues on interest payments. Much 
of this money will now be avaii- 
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able to pay off back wages to 
striking coalminers and teachers 
and ease the alarmingly high 
social tensions in the country. 

The slide in the rouble will also 
give Russia's export industries a 
short-term kick given that most 
of their income is derived in dol- 
lars while their costs are mostly 
to roubles. Russia's oil and gas 
companies have warmly wel- 
comed the derision to let the rou- 
ble float and - it is hoped - will 
find it easier to pay their out- 
standing taxes to the govern- 
ment. The IMF programme, 
which remains to place, will help 
slow the fall to the rouble. The 
optimists hope that Russia's 
devaluation experience will 
resemble the UK after 1991, not 
Asia to 1997-98. 

However, tbe government's 
actions are also fraught with new 
dangers. Tbe most immediate is 
that Russian depositors may 
panic when they see the rouble 
slide, withdrawing their bank 
deposits and forcing an uncon- 
trollable devaluation anyway. At 
the end of June, Russians held 
tbe equivalent of $25bn in rouble 
bask deposits (though they will 
clearly be worth less to dollar 
terms today); at last count, the 
central bank had just H7bn of 
hard currency reserves. 

The further concern is that for 
tbe farseeable future the govern- 
ment has now cut itself off from 
both external sources of funding 
and internal ones (because Rus- 
sians win not want to bold gov- 
ernment paper of any kind). That 
will leave the government with 
no option but to run a budget 
surplus, including any interest 
payments on its restructured 
domestic debt The 90-day mora- 
torium on some foreign commer- 
cial debt repayments will make it 
far harder to future for Russian 
corporate borrowers to raise 
money to exploit their vast 
resources and spark economic 
growth. 

While the government may 
argue it is not technically to 


default on Its domestic debt few 
international investors are likely 
to see it that way. At the very 
least, global capital markets will 
demand a far higher risk pre- 
mium before lending to Russian 
borrowers. 

“Russia now ranks somewhere 
between Nigeria and Kenya,” 
says one disillusioned investor, 
“which is astonishing for a coun- 
try with such rich resources next 
door to a Europe forging ahead 
with optimism and growth.*' 

Moreover, the government’s 
attempts to raise money by pri- 
vatising more assets have been 
stymied by the breath takingly 
low valuations that now attach to 
Russian assets. “The market cap- 
italisation of Russia is now only 
three times that of Yahoo! (the 
US internet provider), which has 
sales of $70tm and is half the size 
of Home Depot, the US DIY 
chain,” observes Bill Browder, 
bead of Hermitage Capital Man- 
agement, which has been one of 
the biggest foreign investors in 
Russia. 

And as if these financial pres- 
sures were not enough, the gov- 
ernment faces an even more 
feverish political climate, which 
will make it aQ the harder to 
overhaul the tax regime and 
make other structural reforms. 

Russia’s Communist party is 
Incensed that the government's 
latest measures will hit the poor 
for worse than the wealthy and is 
demanding President Yeltsin’s 
resignation. Moreover, Gennady 
Zyuganov, the Communist party 
leader, warns foreign investors 
that they faced a nationalist 
backlash if they kept supporting 
Mr Yeltsin's discredited regime. 
“I want to warn Investors - if 
you keep giving money to a 
d rinking, degraded, and immoral 
person, yon win have to share 
responsibility with him,” he says. 

"We are at the beginning, not 
the end, of a very serious crisis, " 
says Mr Teplukhin. “I do not 
know how anyone can stop the 
situation from getting worse." 



Penn’s proprietors 
sign off 

So IPs a sad goodbye to the 
East Jersey Board of Proprietors. 
The oldest company in the US is 
going to the great liquidator in 
the sky, driven out of existence 
by the very modem threat of 
environmental litigation. Wall 
Street wont notice its demise, 
but in the 17th century its word 
was law over much of what Is 
now New Jersey. 

The crusty corporation dates 
back to 1682, when a group of 
London merchants bought 1m 
acres of field and forest from the 
estate of Sir George Carteret 
The drapers and tailors - 
including one William Penn, who 
already had a fair few acres 
down Pennsylvania way - paid 
the princely sum of £4,800. 

By aH accounts Perm and his 
colleagues weren’t always 
popular landlords. But while 
other East Coast proprietors 
found themselves without two 
acres to rub together after the 
war of independence, the East 
Jersey Board picked the winning 
side and survived. 

Today’s shareholders reckon 
it’s better to lay to rest the grand 
old lady of American commerce 
than risk being sued over 
something that happened in the 
dim and distant past - perhaps a 
wise precaution in Unde Sam's 
premier landfill area 
■ The state of New Jersey, a 
whipper-snapper by comparison, 


is stepping in to buy what’s left 
of the land, and the city of Perth 
Amboy Is splashing out $1 fbr 
the company’s only building - 
the surveyor general’s two-room . 
brick office. 

Range finder 

What is Bemie Ebbers, the boss 
of telecoms group WorldCom, 
going to call his new $67m ranch 
in western Canada? 

For the man who perfected the 
aH -stock takeover, one 
suggestion is Paper House. But 
Observer's favourite relates to 
WoridCom’s takeover of US 
telecoms group MCI this year. 

Ebbers grabbed MCI with what 
was then the largest hostile bid 
of aB time, leaving the US 
strategy of British 
Telecommunications temporarily 
in tatters. So what better name 
for the 164.000-acre ranch than 
BT Acres? 

Short shrift 

The Royal Gazette, a Bermudan 
newspaper, is in a spot of bother 
over Us attempts to defend the 
north Atlantic island's national 
dress. After President Saddam 
Hussein banned Iraqi men from 
wearing shorts because they 
“inflame toe passions of women", 
the paper sent the Iraqi president 
a pair of Bermuda shorts. 

Caters to local radio stations 
are expressing alarm about the 
$38 shorts upsetting toe Iraqi 
dictator, especially as the paper 


selected a pair with a 42 inch 
waist. They needn’t worry too 
much. Bermuda is well outside 
Scud missile range. 

Adding down 

How does an advertising agency 
set out to prove that it’s the 
biggest and the best? It fires 
some big-name clients. The 
Wellington office of Saatchi & 
Saatchi has capped the news 
that it had been named 
Australasian Agency of the Year 
by announcing that it was waving 
farewell to six household names. 

It's shearing off Wools of New 
Zeeland, a big decision In the 
land of sheep. The Accident 
Compensation Commission, an 
account Saatchi won quite 
recently In toe face of spirited 
competition, is ditched The Land 
Safely Authority is heading for 
toe great outdoors, even though 
its high-profile campaign recently 
netted Saatchi another award. 

The idea is to cap toe number 
of Wellington staff at 90 and 
clients at 21. Saatchl’s global 
boss Kevin Roberts says New 
Zealand Is one of the outfit’s 
"creative centres of excellence to 
make Saatchi toe hottest office in 
toe wold. To achieve that you've 
got to make sacrifices.” 

Local managing director Junes 
Hall says toe agency had won a 
string of even bigger accounts. 
Growth would have meant more 
staff, “which means introducing 
things like written memos and 
getting rid of pleasant things like 


chatting to each otter in the 
corridor which is essential to 
keep the culture alive”. 

Tittle-tattle before turnover. It 
could become a new 
management fad. 

State of prejudice 

At least Bill Clinton's Map Room 
meanderings didn’t take In the 
conspiracy theory that Hillary is 
promulgating these days. She's 
got hold of toe Idea that people 
wouldn't be beastly to the First 
Family “if we were from some 
other state". 

It’s only a few weeks since she 
was arguing that Kenneth Starr 
was just toe front man for a “vast 
right-wing conspiracy". An easier 
case to argue than that the other 
49 states all have a down on 
plucky little Arkansas. 


Bugwatch 


Fiji's attempts to present itself as 
toe 'nation that will lead the world 
into toe new millennium - It all 
hinges on what view you take of 
the International date line - have 
extended to toe millennium bug. 

The plan is that, as the revelry 
gets under way around Suva on 
millennium night, computers will 
be set up so that the 
sertois-minded - or those who 
haven’t been, invited to any 
parties - can watch the 
millennium bug begin to bite. 

It should all go swimmingly. As 
tong as toe bug leaves Fin's 
communication systems alone. 



100 years ago 

American Stocks Rise 
Yesterday brought a pause in 
the buoyant advance of the 
American Railroad market, 
which has been gradually 
growing in strength for the 
past fortnight, and the moment 
is, therefore, opportune for a 
glance at the position to 
enable us to surmise the 
direction of prices in toe 
immediate future. The direct 
cause of the recent rise has, 
of course, been the conclusion 
of peace between the United 
States and Span, the buying 
having set in as soon as it 
became evident that toe end 
of the war was dose within 
sight Most of toe activity has 
been In New York. 

50 years ago 

Polish-Czech Unity Plan 
Warsaw, August 18. Poland 
and Czechoslovakia have now 
completed toe first stage In 
their programme of joining the 
economies of the two nations 
by drawing up detailed plans 
tor incorporation in each of 
their next five-year economic 
plans. The aim of the project to 
to set up a centre of industry 
which, along with Russian 
output, can take over 
Germany's pre-warrole in 
Eastern Europe. 
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Bully for Bill 


President Bin Clinton’s confession was 
bazdly the cathartic “mea culpa” needed 
to restore his credibility. But he has prob- 
ably done enough to save his presidency. 
With the economy strong and voters suf- 
fering from scandal fatigue, the Republi- 
cans are most unlikely to risk impeach- 
ment, at least not before November’s 
elections. This is good news for fi n ancia l 
markets, which prefer the current stale- 
mate between a Democratic president and 
a Republican Congress. Hence yesterday's 
relief on Wall Street 

Unfortunately, this is not the end of the 
matter. Kenneth Starr, the independent 
prosecutor, has yet to submit his report. 
Even if he does so quickly. Congress will 
probably not deal with it until nest Janu- 
ary, after the elections. During this period 
Investors should watch for three red flags. 
First whether Mr Starr’s report tries to 
establish a pattern of behaviour by bring- 
ing In Whitewater and other controversies 
rather than c onfining itself to the Lewin- 
sky affair. Second, whether leading Demo- 
crats distance themselves from the presi- 
dent. And third, whether Mr Clinton’s 
popularity drops: while his personal 
ratings have taken a knock, his job 
approval rating is rock solid at more than 
60 per cent 

Any of these could re-ignite political 
uncertainty, damaging markets. But the 
most likely outcome is that the Lewinsky 
scandal simply drones on in the back- 
ground and eventually fizzles out. 
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Bond spread 


Other than cash, investors seeking a 
haven have two options. One, para- 
doxically, is to favour small, illiquid mar- 
kets, such as the Middle East, winch are 
less vulnerable to outflows of fickle for- 
eign capital. 

The other is to invest in eastern Europe 
ex-Russia, which has outperformed hand- 
somely. Good fundamentals are part of 
the story, but it is mostly proximity to 
western Europe that counts. lUs is a 
powerful regional growth engine with the 
added rn«git» charm of EU membership 
dan g lin g in the medium term. Looking 
afroarf, this pattern of eastern Europe out- 
performance is likely to continue, though 
absolute returns are unlikely to be any- 
thing special. 


Emerging markets 

Apart from Latin America, fell-out from 
Russia's debt mor a torium and devalua- 
tion has been fairly limited. Still, none of 
thfc can disguise the feet that 1938 is 
proving another bad year far emerging 
markets. Equity prices have fallen by 26 
per cent, and the average spread on sover- 
eign bonds has widened from around 500 
basis points over US treasuries to 900 
basis points. There is also an increasingly 
high correlation among underlying mar- 
kets. 

When markets foil, volatilities and cor- 
relations typically rise. Pessimism about 
emerging markets is so entrenched that a 
setback in one market is increasingly 
likely to prompt a more general with- 
drawal. Risk appetite declines; it is not 
simply transferred to different markets. 


Market psychology 

The strategy of “buying the dips" seems 
to be working again. After the summer 
jitters, equity markets in the VS and 
Europe are bouncing back - shrugging off 
the Clinton scandal, yen weakness and 
Russia’s crisis. 

So far, so fine. The snag is that, on 
fundamental grounds, markets still look 
over-extended. They can, of course, keep 
rising bo long as investors stay bullish. 
But how long will that be? One answer, 
rnmnum among chartists, is to look at 
moving averages. The thinking Is that if a 
-market index T nwmJns above its average 
value (over, say, the previous 200 days), 
the outlook is pretty bullish. There may 
be dips, but by and large even fairly 
recent investors are still sitting on profits. 
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German 
to fall fa 


nployment ‘set 
than expected’ 


But if the market dips below its moving 
average, nerves could fray. 

On this measure, markets on both sides 
of tiie Atlantic have been close to nervous 
te rr ito ry but not decisively in it The Dow 
and the FTSE 100 did move below their 
moving averages but have rallied. Mean- 
while, the SAP Composite has stayed 
above its moving average throughout the 
summer. Unit said, all main indices are 
still below their peaks. If they regain 
them reasonably quickly, the strategy of 
dip buying will seem vindicated - launch- 
ing a new leg to the bull market. Bat if 
the markets foil to, confidence will take a 
knock. Still, it would probably be better to 
have such a quick correction than a 
delayed fell from loftier heights. 


By Peter Norman io Boon 


UK mergers 

What’s in a name? The answer is that a 
takeover by another name - merger - 
smells much sweeter. But to whom? Cer- 
tainly to shareholders in the effective 
acquirer. The acquirer may well avoid 
paying a premium and merger accounting 
spares the combined group from goodwill 
issues - including the new UK amortisa- 
tion rules. It also sounds better to execu- 
tives in the target, who may keep some 
semblance of their jobs. 

But non-executives and investors in the 
target must beware of such seductions. 
Two recent UK bids - or would-be bids - 
illustrate the point. The supermarket 
group Somerfield is talking about a 
"merger” with Booker. Like Its earlier 
takeover of Kwik Save, this seems to fefi 
some important accounting tests of a 
merger. First, Somarfleid's market value 
Is three times Booker’s. The normal limit 
for a merger is one and a half times. 
Second, Booker has no chief executive 
and the chairman is due to retire. Somer- 
field executives will clearly be on top. 

In the Cass of Henlys’ original "merger” 
offer (since raised) far Dennis, the size 
ratio squeaked through, but the target's 
key executives were in "deputy” roles. 

In a takeover, the target ought to 
extract a premium. Combining the 
companies will typically produce syner- 
gies and some premium is needed to 
ensure the target’s shareholders receive 
their fair share. Non-executives in the tar- 
get must beware of mealy-mouthed 
merger talk. 


The German economics ministry 
yesterday forecast that unemploy- 
ment would fell fester than previ- 
ously expected this year and pre- 
dicted economic growth averaging a 
real 2£ per cent a year to 2002. 

Declaring that the current 
economic upswing was “no Sash in 
the pan”, Gfinter Rexrodt, the eco- 
nomics minister, Mid he expected 
unemployment to fall by about 

350.000 to fewer than 42m in the 12 
months to the end of December. 

He said the estimated fell, which 
revised his earlier forecast of a 

300.000 drop, was "an the conserva- 
tive side" and could turn out to be 
even steeper. The government 
expects unemployment to fell to 
about &5m in 2002. 

The minister predicted that 
growth would increase from 22 per 
cent in 1997 to 22 per cent this year, 
near the upper limit of the govern- 
ment’s 25 per cent to 3 per cent 
forecast range. 

He said the economy would 
expand “by a good 3 per emit” next 


year. Although economic turmoil in 
Asia and Russia posed risks, he 
considered these manageable and 
s aid they won offset by favourable 
conrfttfom in western Europe and a 
w ffor> gt V n»Trir>g ' domestic economy. 

Apparently to forestall suspicions 
he was painting too rosy & pic- 
ture ahead of next month’s general 
election, Mr Rexrodt insisted his 
ministry had weighed all known 
facts in its forecast 

Mr Rexrodt reported that in the 
second quarter the economy grew by 
about 05 per cent compared with, the 
first quarter, with gross domestic 
product between L5 per cent and 2 
per cent up on the 1997 second 
quarter. 

Although year-on-year growth fell 
from the first quarter's 3£ per cent, 
there was no slowdown as the first- 
quarter performance had been 
fnffinfavf by special factors including 
a "til* winter, a larger number of 
working days and purchases ahead 
of the increase in April of value 
added tax from 15 per cent to 16 per 
cent 

He also forecast a quickening 
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Support for One Nation party 
of Australia falling, poll shows 


By Gwen Rebtaoa in RMboarea 



Support .for One Nation, the 
Australian extremist right-wing 
party led by Pauline Hanson. MP, 
appears to be fettering. 

A national opinion poll published 
yesterday showed support for the 
party, which has unsettled Austra- 
lia’s ruling coalition, had fellen to its 
lowest level since One Nation’s 
strong electoral debut in Queensland 
state elections in June. Two branch 
leaders of the party in Tasmania 
also resigned yesterday ahead of 
elections , in the state this month. 

The NewspoD survey of L115 vot- 
ers was aimed at ganging public 
reaction to a sweeping tax reform 
package announced last week by 
John Howard, the prime minister. It 
found supp o r t for One Nation had 
fallen four percentage points to 7 per 
cent 

Support for Mr Howard’s conserva- 
tive coalition has risen since his 
announcement of the tax plan, 
which centres on a ID per cart goods 
and services tax and ASlSbn ($7.7bn) 
in income tax cuts. The poll showed 


s up por t jumped 9 percentage points 
to 44 per cent for Mr Howard’s Liber- 
al-National party coalition, putting it 
ahead of the opposition Labor party 
for the first time this year. Labor, 
meanwhile, dropped five points to 39 
par 

Political analysts said the coali- 
tion’s re c o v er y of Its lead over Labor 
Twwnt Mr Howard would probably 
call an early election, possibly in 
late October, instead of serving his 
foil term to mid-1999. Polls over the 
next two weds would be critical to 
el ecti on timing , they added. 

Yesterday's results, similar to 
other polls published at the week- 
end, showed most voters did not 
believe Mr Howard’s promise that 
they would be better off under his 
tax reforms. But they - clearly 
approved of the government’s 
attempt to overhaul the system. 

Ms Hanson yesterday gave her 
first public response to the govern- 
ment’s tax plan, saying One Nation 
would abolish existing tax arrange- 
ments and "start from scratch”. Ms 
Hanson said the government's tax 
reforms “would not be good for the 
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Deutsche Bank AG London announces the decision of the Privatisation Agency of the 
Republic of Bulgaria, decision number 654-P of August 7th, 1998 to sell shares representing 
5 1 per- cent, of the capital of: 


Bulgarian Telecommunications 
Company 




BTC 


to a potential buyer by way of a competitive negotiated bid with a pre-qualification phase. 
In order to pre-qualify, the Privatisation Agency invites potential buyers to demonstrate that, 
as at the date of their fast financial year, they: 


• operate a telecommunications network connecting over 2 million customers; and 

• own companies which have total revenues per line of over US$300. 


International and foreign financial institutions can also participate by forming a consortium 
with a telecom operator that meets the criteria. The international and foreign financial 
institutions must demonstrate that they have a minimum of US$50 million of funds under 
management in order to pre-qualify. 


Interested parties are hereby invited to register by submitting a letter of interest with 
authorised contact names and evidence (for example, in the form of published annual 
accounts or report) that they meet the criteria above to Deutsche Bank at the address given 
below. " 


Information on BTC is now available to pfe-qualified parties upon signature of a confidentiality 
agreement. Pre-qualified parties will receive details of the sale process and will be invited to 
visit the data room in Sofia as from September 15th, 1998. Visits to the data room will be 
arranged in order of pre-qualification. 


Bids will be opened in the presence of authorised representatives of the bidders at 18 00 hrs 
on November 30th, 1 998 at the Privatisation Agency. 29 Aksakov Str. Sofia. 


For further information, please contact: 


Tim Taylor/lan Logan 
Deutsche Bank AG London 
6 Bishopsgate 
London EC2N 4DA 
UK 

Tel: (44) 171 5458000 
Fax: (44)171 5456180 


Emilia Grigorova 
Barents Group (Europe) 

1 7 Tzarigradsko Chaussee 

1124 Sofia 

Bulgaria 

Tel: (359) 2 946 1049 
Fax:(359)2946 0357 


Deutsche Bank 
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recovery In the former communist 
’Germany. 

Lander, or states, would grow by 
about 2 per cent this year and so Ug 
behind the rest of Germany, thee** 
German growth rate was expected to 
catch up with the west next year 
and is expected to be higher from 
2000. 

The minister said the economy 
was b ei ng increasingly supported by 
domestic demand, which is expected 
to grow by 2^ per cent this year. 

Mr Rexrodt based his expectations 
of a continuing recovery on the., 
improved competitiveness of 
German companies, which reflected 
the effects of rationalisation, a more 
competitive exchange rate and 
moderate wage increases. 

Strong export growth had encour- 
aged Investment, with spending on 
plant and equipment expected, to 
grow this year by between 75 per 
cent and 9Ji per cent 

Meanwhile, said Mr Rexrodt. 
investment growth was in turn 
creating lobs and purchasing power. 
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Australian people” as they let 
wealthy individuals and multina- 
tional companies “off the hook", 
while increasing house prices and 
foiling to help retired people living 
off their savings. 

“Wfe are looking at bringing out a 
tax policy ourselves that will 
address a fairer tax system, and It 
will virtually scrap the whole lot and 
start from the beginning.” she said. 

Mr Howard rejected Ms Hanson’s 
cl aims and said multinationals 
would be required to pay company 
tax in folT before making any remit- 
tances to overseas shareholders. 
"Most of what she said was wrong.” 
he said He also welcomed the poll's 
findings as generally positive and 
Mid tiie results Indicated the govern- 
ment would have to explain the 
reforms clearly to voters. 

One Nation said the resignations 
of the two branch leaders in Tasma- 
nia would not damage the party. 
They had resigned merely to run as 
independents, party officials said 
But the two branch leaders said they 
had found Ms Hanson's policies "a 
bit too harsh". 
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Voisey’s Bay deposit a 
headache for Canada's Inco 

°P p ortunity that Inco. the 
Pf°<*^couki «* 

tfespfoj toe C$4.3bn (USS2Rbn) pricetag. 

V r^Ct^H!! S ^^^elaSSSeve}- 

pP°d rtckd-coppw-cobalt deposit, but since 

r S htS to P^J 0 ® 1 14 *** provscf 
■ ^ producer’s biggest problem. Page 24 

Ghost of Marcos era fingers on 

When Leonora de • 
Jesus’s lover was 
appointed head of the 
Development Bank of 
the Philippines and 
efforts were made to 
Install her brother as 
head of the Philippine 
National Oil Corpora- 1 
tion, there was an omi- 
noue sense of ddfd vu. 
As head of the man- 
agement staff of 
Joseph Estrada (above), the Philippines’ new 
president, Ms de Jesus has been in the front 
Bne of attacks accusing the administration of 
reviving the culture of cronyism that flourished 
under Ferdinand Marcos. Page 16 

Sound fundamentals buoy Poland 

Russia's problems have created volatile trading 
concfitions In central Europe, but Investors are 
coming to recognise that Poland’s 6 per cent 
growth rate and falling Inflation put the country 
Into a separate investment category. Page 34 

Nfckel prices hit by weak rouble 

Nickel prices on the London Metal Exchange feH 
to 1116-year lows yesterday, partly because of 
worries that Monday's effective devaluation of 
the rouble may encourage a surge in exports - 
from Russia, which accounts for about 20 per 
cent of global nickel production. Page 24 

Conditions favour European market 

Europe's preferred securities market took a big 
step forward last week when ABN Amro, the - 
Dutch bank, raised Sl25bn to bolster Its bal- 
ance sheet Bankers say conditions are right for 
the market to grow rapidly and become a new 
asset class for yield-hungry Investors. Page 22' 

Talk of intervention boosts yen 

The yen rallied against the dollar in foreign 
exchange markets yesterday as rumours spread 
that the Bank of Japan was ready to Intervene 
to support its currency. Rage 23 

Shaky start for Indian joint venture 

Prudential, the UK-flfo Insurer, and Industrial - 
Credit and Investment Corporation, the Indian 
financial institution, could hardy have chosen a 
worse moment to launch their first Joint venture. 
A week earlier, Inc8a exploded three nuclear 
warheads - incurring US sanctions and sanding 
its stock markets Mb a dhra Page 16 
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Ciba may sell polymers operation 

foor results hit Swiss group's share price 3»=&3»« 


Or MflHam Hafl in ZMeb 

Switzerland’s Ciba Specialty 
Chemicals, whose shares 
nearly doubled .last year after 
they Were floated- on the stock 
market, is considering selling 
its performance polymers oper- 
ation, its second biggest busi- 
ness, after a collapse in the 
dhrislan's profitability. - 

A 70 per cent drop in operat- 
ing income to the first half , to 
SFraJm ($i7m), was Mwwiw^ for 
a weaker-tharirexpected 3 per 
cent increase in first half 
group operattog income before, 
restructuring charges to 
SFr490m. 

The reverse came despite a 
18 per cent rise to its Bales, to 

SFr944m. it caught analysts by 
Surprise and mntrfhirt p d to A 


SFr4 drop hi Ciba’s share price 
- to SFrl&k2S yesterd a y. - 
. Rolf Meyer, Ciba’s nMr****^. 
described the results of perfor- 
mance polymers as “very dis- 
appointing". He raid Hawn arm 
Vodicka, ciba’s chief execu- 
tive, had been given the job of 
implementing an “immediate 
profit recovery programme". 

However, Mr Meyer said 
■ Ciba had already been consid- 
ering the future of the divi- 
sion, which competes with 
Dow Chemical and Shell, 
before the latest d ba 

had already concluded that 
there was a limited fit between 
its portfolio and performance 


polymers in terms of core com- 
petencies, technologies and 
markets. The business has 
sals of around SFr2hn a year: 

Ciba, spun off from Novartis 
to March 1897, blamed the poor 
performance of the division on 

a combination of sales price 
erosion, unfavourable product 
mix, and significant raw mate-, 
rial price increases. 

Jean Schaefle, 47, head of 
Ciba’s North American pig- 
ments business, has replaced 
Werner Dittes, 54, who has 
headed the division since 1996. 
Ciba has instituted several 
measures including price 
increases, renegotiation of raw 


materi al pH ire?, and the eLtod- 
nation of 500 jobs. 

Ciba’s shares have substan- 
tially underperformed the 
Swiss stock market since the 
start of 1996, partly because of 
weakness in key markets, and 
on worries that it overpaid for 
this year's £L4bn purchase of 
Allied Colloids, the UK spe- 
cialty chemicals business. 

Yesterday’s disclosures of 
the problems to Ciba’s perfor- 
mance polymers division has 
dented the reputation of Ciba’s 
highly In cent! vised manage- 
ment which is commit- 
ted to growing the company 
foster than the industry aver 


age. However, analysts took 
comfort Cram the fact that the 
company has acted so swiftly. 

Hie job cots . In performance 
polymers are part of a WOO 
reduction to the group’s 25.000 
strong workforce. Ciba had 
already said 300 jobs would be 
saved as a result of the Allied 
Colloids' acquisition. 

The moves should generate 
annual improvements to oper- 
ating income of SFrlOQm by 
1999. Ciba expects 1996 operat- 
ing income before restr u ctur- 
ing charges to be higher, than 
last year. Ciba reported a 
SFriTSim loss to the first half 
erf 1998 primarily as a result of 
a SFrlhn write-off after the 
Allied Colloids acquisition. 
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GLOBAL SECURITIES HOUSES MOVE IN TO GRAB GREATER MARKET SHARE IN THE WAKE OF ASIA'S CRISIS 


Western brokers stalk the wounded tigers 
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By Loofra Loess In Hoag King 

Big global securities houses 
are s wee p ing up to Asia, grab 
bing ' market . share from 
smaller players who have 
either fled or gone under. ■ 

Their gain - albeit of a 
smaller pie - comes to the 
wake of the Asian ffrmnrfai 
crisis, which sent share prices 
plunging and slashed turn- 
over. Across Asia, brokers are 
fodng'a halving of. trade, and 
foiling commissions. 

This scenario, coupled with 
weak balance sheets that had 
been' disguised by the bull 
markets, h«n seen the damtoi 
of a . number of domestic bro- 
kerages in south-east Asia. 

' Institutional investors, 
meantime, are also restructur- 
ing operations. R athay than 
have a long roster of brokers 
across the region, with repre- 
sentation in each market, they 
are c u t tin g back to a handful 
of strong brokerages, offering 
general services. 

“It’s a symptom- -of the mar- 
kets,” says Christopher Ramp- 
ton, head of -stockbraking at 
Jardtoe Fleming. “Most people 
don’t have as much commis- 
sion as they would like to 
hand out to brokers, so they 
prioritise among those who are 
adding value.” 

to' Hong Kong, the retail 
investor* who dominated trade 
at the height of the bull run 
last summer evaporated when 
the downturn began to Sep- 
tember - leaving the smaller 
brokers who had serviced 
them with lncraastogjy empty 
order books. 

This has been compounded 
by two other disa p pearances: 
credit and credibility. The 


liquidity squeeze in Hong 
Kang has made it harder to 
obtain loans and stay afloat; 
meantime, the high-profile 
demise of several brokerages, 
such as CA Pacific and For- 
luxe, left a deep distrust of the 
industry at the retail end. 

None of this has been lost on 
the big investment banks 
winch, in a reversal of strate- 
gies from the last bear market, 
are swopping to to beef up 
their business in the region. 

Credit Suisse First Boston, 
the Swiss-owned investment 
bank, has been busy acquiring 
seats enabling it to trade on 
various stock exchanges; some 
of which were bequeathed to it 
under its selective acquisition 
of parts of BZW Asia from Bar- 
clays off the UK 
- It has also bought a couple: 
one to Korea and one in Bom- 
bay. Both ware more than 80 
per cent cheaper than at the 
peak of the markets last year. 

Others are adopting different 
tactics for the same ends.. Mer- 
rill Lynch of the US acquired 
control of PJbatra Thanakit, the 
t^u?i investment bawh t while 
the Dutch hank ABN Amro is 
to the process of a deal which 
will ultimately see it own 75 
per cent of Bank of Thailand. 
Lehman Brothers of the US 
snapped up the Thai unit of 
the Peregrine, the collapsed 
Asian investment hank. 

Mr Rampton at Jardina 
Fleming- said: “There's no 
doubt that the larger invest- 
ment banks around the world, 
have seized the opportunity to 
really get a foothold in Asia.” 

Figures released by the 
Hang Kong stock exchange 
dhow the impact of the change, 
to June, the 14 biggest broker- 


g up Asia 






iS 






c Exchange 


tia ta tuha m 

tt ’ 
a « 



SnMMaa 



Jti Ag SBpOGtNwDecJanfebMBrApr May Jun JH Aug Sup Oct Hot Dec Jm Fah to Ape thy Jrn 
' 1897 98 1987 98 . - -j 

* ' Stoat: n* Sttx* Ecznp pfHry 


ages commanded a 43 per cent 
market share, while the small- 
est players captured just 26 per 
cent A year ago, the propor- 
tions were virtually reversed. 

But even to Hong Kong, 
which has remained relatively 
liquid compared with other 
regional stock markets, the 
depressed numbers mean that 


in absolute terms there is little 
for those dominating the mar- 
ket to boast at average daily 
turnover in June was 
HK$5.86hn (5756m), or one 
quarter of the HR$2ibn 
achieved to the month 
last year. 

Much of the business still 
being done by local players is 


on behalf of international 
firms, bankers say. For some 
US players, ft makes setose to 
continue with this. For them , 
the numbers involved to 
acquiring seats simply do not 
add up: even today, a seat on 
the Malaysian or Singapore 
exchanges Is 10 times the cost 
of one on New York. 


Federal- 
Mogul to 
pay $1.9bn 
for Cooper 
auto arm 

By Nikki TaK in Chicago 


Shares to Federal-Mogul, the 
acquisitive automotive parts 
company, jumped yesterday 
after it announced it was buy- 
ing the automotive division of 
Houston's Cooper Industries 
for $i.9bn in cash. 

Analysts described the deal 
aa a good strategic fit, 
strengthening the company’s 
brakes business and giving it 
more products to posh through 
distribution channels cm the 
replacement side, as well as 
providing an earnings boost 

Federal-Mogul shares were 
up 87% at 863 by midday. 

The deal follows two big 
acquisitions to the past year 
by Federal-Mogul - T&N of the 
UK and Chicago-based Fel-Pro 
- and is its sixth acquisition or 
joint venture arrangement 
completed to 1998. 

The acquisitions and two 
years of restructuring have left 
Federal-Mogul's business 
much changed since Richard 
Snell became chief executive 
in late-1996. Annual sales have 
risen from, about $2bn to 87bn. 

Cooper Automotive makes 
brakes and friction products 
and a range of lighting, igni- 
tion and wiper parts, including 
Champion spark-plugs and 
Anco wiper blades. It supplies 
primarily the replacement 
market 

Revenues last year were 
81-67bn. The division was put 
on the block to April, and with 
a price-tag of 82bn mooted, 
Federal-Mogul was quickly 
identified as a potential buyer. 

Yesterday, shares to Copper, 
which will invest the proceeds 
to Its other electrical goods 
and tools/hardware units, 
jumped 8M) to 848%. 

Federal-Mogul said it would 
fond the deal with short-term 
bridge finance from Chase 
Manhattan and replace this via 
stock' and. longer-term debt 
offering - a strategy it used 
successfully to the T&N deaL 

It said it did not plan any 
disposals, but it would shed 
about 1,000 jobs, either from its 
own operations or those of 
Cooper. Federal-Mogul 
employs about 41,000, Copper 
about 15,000. 

It expects to make pre-tax 
cost-savings from the merger 
of 894m next year, rising to 
8161m to 2001, and said the 
deal should add 65 cents to 
e arplu gs per share to 1999 and 
80 cents to 2000. 


Bertelsmann hits problems 
with book and mnsic arms 


L« 
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Bertelsmann, the world's third 
largest media company, yester- 
day said sales and prefits stag- 
nated in its 1997/98 business 
year, pointing to problems to 
its book club and music busi- 
nesses. 

The privately-held company 
said consolidated sales to the 
last business year, which 
ended on June 80, were 
t) Mga. 4hn, ($i2.5bn) almost 
exactly the same as in the pre- 
vious year. Headline operating 
profits ware around DMLTbn. 
up slightly from DMLfflm. - 

Bertelsmann Marnafl thn flat 
sales on disposals of busi- 
nesses with a total sales vol- 
ume of DML35bn. When prof- 
its attributable to the sold 
businesses were stripped out. 


the overall group operating 
profit declined to around 
DML5bn. 

Mark WOssner, chairman, 
said there was “no way round 
it: the earnings power is 
DM20Qm to DMSOQm too low”. 
Bertelsmann released the 
results details to Manager 
Ma gazftm for its latest issue 
due to be published on Friday. 

Mr WOssner profits had 
been dented by problems to 
the book ninii nnfl music busi- 
nesses. Earnings were also 
affected by the acquisition ear- 
lier this year of US publisher 
Random House, for which 
Bertelsmann is believed to 
have paid Sl-lbn, and last 
year’s takeover of the online 
services company CompuServe 
by America Online- Bertels* 
maim is a shareholder in the 


US parent of America Online 
and owns 50 per cent of AOL's 
European operations. 

Regarding the book and 
music divisions, Mr WOssner 
said: “There are two or three 
cases that are ripe far repair 
upon which we are focusing 
our attention and which will 
cost us around DMSOOm.” 

Both divisions have been hit 
by a downturn to sales, 
increasing competition In the 
sector and, to the case of 
music, the recession in Japan. 
Profits at the book clubs are 
believed to have halved to 
DMSOm. 

To counter this, Bertels- 
mann is planning to roll out 
an online book retailing busi- 
ness, which Mr WOssner hopes 
will challenge companies like 
Amazomcom of the US. 


” Barnevik puts $8m in SKF 
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By Tta Burt in Stockholm 

Percy Barnevik, the Swedish 
| industrialist and chairman of 
the Wallenberg investment 
vehicle Investor, has invested 
an estimated SKrTOm (JBJSm) 
to become tbe largest individ- 
ual shareholder in SKF, the 
struggling bearings group. 
SKF last week announced the 
abrupt departure of Peter 
Augustsson as chief executive. 

Mr Barnevik, who is also 
chairman of Swiss-Swedish 
engineering group ABB, has 
acquired 500,000 of SETs B 
shares, the most commonly 
traded, in the past two days. 

The B shares yesterday rase 
SKx&SO to SKrl42 on the news. 
Since the announcement of Mr 
Augustsson's departure, they 
have risen by about 15 per cent 


but remain some way below 

fhofrr 12 pinnth high of SKxSZL 
Investor, the largest institu- 
tional shareholder in SKF, said 
the move reflected Mr Bams- 
vik's determination to take a 
stake in companies within the 
Wallenberg portfolio. 

Mr Bamevik’s demands for 
improved results from Inves- 
tor’s slower growing stocks 
was last week seen as the 
prime factor behind Mr 
Augustsson’s removal. 

Since succeeding Peter Wal- 
lenberg as Investor chairman 
last year, Mr Barnevik has 
imposed a strategy for deliver- 
ing better performances from 
the Investor portfolio - 
restructuring; fotitog that, 
changin g management; engi- 
neering a meager or disposal 
ggF last, month a nno im ood a 


SKrL7bn restructuring, involv- 
ing a 10 per cent reduction to 
the workforce Insiders yester- 
day said the task of turning 
round SKF had been deemed 
“too complicated” for Mr 
A ugus tsson. 

SKF made dear it intended 
to focus on its core bearings 
and seals activities under Sune 
Carlsson, who is to succeed Mr 
Augustsson on September 1. 
Mr Carlsson, from ABB, is 
expected to authorise the 
demerger or trade sale of 
Ovako, SKF’s specialist steel 
business, which last year made 
profits erf SKi242m on rales of 

In the first half of this year, 
operating profits to the special 
steels division fell from 
SKrll7m to SKxlOlm on flat 
sales of SKrL7SbrL 
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CEMENT BID DEADLINE FOR STAKE IN PARTIALLY PRIVATISED INDONESIAN GROUP MOVED BACK INDEFINITELY 


Jakarta suspends Semen Gresik tender 



By Sander Thoms in Jakarta 

Indonesia yesterday delayed 
a tender for a stake in 
Semen Gresik, its partially 
privatised cement mill, put- 
tine in doubt its chances of 
plugging a hole in the bud- 
get with privatisation reve- 
nues. 

Heldelberger Zement of 
Germany and Holder bank of 
Switzerland had been expec- 
ted to submit their counter 
bids today against Cemex of 
Mexico, which was chosen as 
preferred bidder after offer- 
ing $4l8m for a 35 per cent 


share from the state and 16 
per cent from the public. 
Lafarge Asia Pacific of 
France had earlier expressed 
interest but was not expec- 
ted to bid. 

Sofyan Dfalfl. assistant to 
thp minister for state enter- 
prises, said the final dead- 
line far bids had been moved 
back indefinitely because of 
opposition from people sur- 
rounding tWO of the Tnillg 

“Their reaction is so emo- 
tional," he said, adding that 
his minister, Tanri Abeng. 
had tried but failed repeat- 
edly to persuade protesters 


at the mill in Padang. Suma- 
tra. that the sale would 
benefit them and not affect 
their use of the surrounding 
lands, which are owned by 
Gresik. “It would not be pro- 
ductive for investors to pur- 
sue the original scheme. The 
whole scheme has to be 
revised.’* 

This is the fourth delay of 
a privatisation in Indonesia 
since the progra m me kicked 
off earlier this summer. Ten- 
ders for Telkom, Indosat and 
Krakatau Steel -r together 
with Semen Gresik the larg- 
est four of 12 enterprises up 


for sale - have all been 
suspended- The sale of three 
mining companies, the only 
other to attract significant 
investor interest, has yet to 
be scheduled as the govern- 
ment is still pandering the 
option of merging the three 
before selling them. 

Investors and analysts 
said that such delays, along 
with mixed messages from 
officials about privatisation 
and growing political opposi- 
tion, have left little faith 
in the government's efforts 
to raise 5TL5bn for the budget 
as promised to the Interna- 


tional Monetary Fund. 

“It’s highly political." a 
consultant for one oT the bid- 
ders for Semen Gresik said. 
"There is strong pressure 
not to sell a majority stake. 1 * 

Mr Tanri had said only 
last week that the Semen 
Gresik sale would go 
through as planned, but he 
also toyed with four alterna- 
tives which would either 
reduce the stake for sale or 
grant the government a veto 
over any decisions regarding 
the two contested mills. 

Cemex and Holder bank, 
believed to be the p i fane con- 


tenders. had not been noti- 
fied yesterday of any delay 
by the government or by Jar- 
dbie Fleming, its adviser. 

• HekteJberger Zement said 
yesterday U had expected 
that the sale . might be 
delayed, writes Graham 
Bowley in Frankfort. Ger- 
many's biggest cement pro- 
dun- said it had had contact 
with Semen Gresik. but it 
would not confirm that it 
had tendered for the stake. 

“We have beat in contact 
with Semen. Heidelberger is 
interested in the Indonesian 
market. - the group <a<d 


Ghost of Marcos era hovers 
over Philippine industry 

Accusations of cronyism in appointments to state-owned groups 
bring an ominous sense of deja vu, writes Justin Marozzi 

it was the tales escaping pesos ($14J)bn), and Philip- mission company. Some fear 


I from the office of Leonora 
de Jesus that busi- 
nessmen swallow hard. 
When her lover was 
appointed to head the influ- 
ential Development Bank of 
the Philippines and efforts 
were made to install her 
brother as head of the state- 
owned Philippine National 
Oil Corporation, there was 
an ominous sense of vu. 

As head of newly elected 
president Joseph Estrada's 
management staff, Ms de 
Jesus has been in the front 
line of attacks accusing the 
a dminis tration of reviving 
the culture of cronyism that 
wrought havoc on Philippine 
business under the late 
strongmen Ferdinand Mar- 
cos. 

The treasurer of a ‘leading 
local conglomerate said: “It 
reminds me of 1983-1984. 
when yon had a sick presi- 
dent who was no longer in 
control and everyone was 
trying to grab something for 
themselves. Local business 
has lost confidence. Ask any 
local gtzy what he’s invest- 
ing in and he’ll say dollars.” 

Bosses of Petron, the coun- 
try’s largest petrol group, 
National Power Corporation, 
the largest state-owned 
entity with assets of 650bn 


pine National Bank, the sec- 
ond largest, have all been 
swept oat of office and 
replaced by figures closer to 
the new administration. 

“It is a case of to the victor 
go the spoils," says Guil- 
lermo Luz, head of the Mak- 
ati Business Club, the voice 
of big business in the Philip- 
pines. “I think it sends out 
the wrong si gnals. Too many 
positions are open to politi- 
cal appointments.” 

Like other business 
observers, Mr Luz also high- 
lights the problems of conti- 
nuity that arise when the 
board of a large company, 
such as PNB, is subject to 
wholesale change. PNB's 
new directors bear the heavy 
stamp of Edgardo Espiritu, 
finance secretary, and 
include other political 
of Mr Estrada. 

Analysts also question the 
wisdom of a management 
upset at Napocar, which is 
due to be privatised soon. 
Faced with a large and grow- 
ing fiscal deficit, Mr Estrada 
has urged Congress to pass 
legislation within three 
months approving the 
restructuring of the power 
industry and Napocor’s divi- 
sion into seven generating 
groups and a sing le trans- 


that even before the govern- 
ment sale. Eduardo Coju- 
angco, the former business 
associate of Mr Marcos, is 
moving in, placing allies in 
the upper echelons of Napo- 
cor’s management. 

Mr Cojuangco, though, is 
for better known for more 
recent developments at San 
Miguel,, the food and bever- 
age giant Within days of the 
new administration taking 
office, and after 12 years of 
being frozen out by the pre- 
vious two administrations. 
Mr Cojuangco had returned 
to power as chai rman and 
chief executive of the strug- 
gling group. 

Many believe he will be 
granted much of the 48 per 
cent of the group - worth 
about $1.25bn - that he has 
been claiming ever since the 
Corazon Aquino administra- 
tion sequestered it from him 
in 1986. 

Resolution of the long- 
standing sequestration issue 
- that has hobbled San Mig- 
uel and forced it to take on 
punishing levels or debt 
rather than go to the equity 
and capital markets - is gen- 
erally welcomed, but few 
believe Mr Cojuangco should 
be the chief beneficiary of 
any out-of-court settlement 



NEWS DIGEST 


TELECOMMUNICATIONS — 


Telecom New Zealand 
rise defies competition 

Telecom New Zealand V^riay report^o^] 

increase fo earnings to NZ$1 90.1 mpJSrasL) __ 

quarto* to June 30, a result that Roderick Dearc- 
executive, said was cradttabte in a n 8 * 3 *iuw ®co 

nomlc growth and int ensifying market, 

Telecom has 26 competitors m the 33 oor 

although it remains toe biggest with an 
cerrtrfthe cellular market, 78 per 

phone trafife and 65 per cert of intemaboral^^ 

CfceraBng revenue rose 12 p»wt toNZSSKM^ 
operating expenses by Z2 par cant to NZS5° 
pershare rose 5.8 per cent to 10.9 cents as a result or the 

recent share buy-back. . _ -a*.*-* its 

Mr Deane said Telecom had been forced to ^.^ 0^35 
prices because of toe competition. mobile 

was growing strongly, especially 

services. Sates in Its internet business * ere t b ®^^ntw- 
Deane said Telecom’s strategy was todevefop™*' 
net services to help foster business. The 
lay in internet-related systems, which would »nareasingjy 
become a more Important part of Telecom as 

the company reduced its reliance on commodrty-sryie 
older telephone services. Terry Hall, Wellington 

MALAYSIA 


Leadmg man: President Estrada has urgedthe restructuring of the country’s power industry AP 


Mr Cqjuangco is also expec- 
ted to return to rim United 
Coconut Planters Bank, 
which administers a fond 
that votes 27 per cent of San 
Miguel shares. Mr Cojuangco 
is also claiming ownership of 
another 250 or so seques- 
tered companies. 

Mr Luz argues newspaper 
headlines screaming the 



return of cronyism are oven 
stated, but admits to being 
concerned. 

"If there is an emergence 
of new cronies we have a 
very bad Indicator on our 
hands and something must 
be done about it," he says. 

“You must distinguish 
between the return of the 
cronyism of the Marcos era 
■and the return of the Marcos 
cronies." counters Felipe 
Medalla, the government’s 
chief economic planner. 
“What’s happening now is 
consolidating the gains from 
the past, it is not future rent- 
seeking. " 

Although Mr Estrada has 
been accused of reviving a 
culture of favouritism, the 
economic crisis gripping the 
country may have the oppo- 
site effect. The president’s 
privatisation policy, for 
example, through the sale of 
government stakes In PNB 
(46 per cent), Philippine Air- 
lines (20 per cent) and 
Manila Electric Company (43 
per cent), may go a long way 
towards erasing the vestiges 
of cronyism and excessive 


political appointments to the 
b usiness sector. 

Abolishing the Presiden- 
tial Commission on Good 
Government is also gener- 
ally seen as positive. Its 
widely acknowledged failure 
to recover the ill-gotten 
assets of the Marcos era dur- 
ing its 12 years' existence. 
mpgrrs a line should finally 
be drawn under, this unsa- 
voury period of the country’s 
history, say many analysts. 

I f and when entities such as 
National Power Corpora- 
tion are sold to the private 
sector, both the media and 
the business community will 
be watching closely for any 
signs of nepotism. 

As a foreign financial exec- 
utive summarises it “Hie 
outside world is getting the 
perception that political 
appointments are being 
made that don’t extend the 
trend towards greater trans- 
parency, greater accountabil- 
ity and a more level playing 
field. Is this the best way for 
Estrada to show he is the 
champion of the poor?" 


Golden Hope advances 60% 

Golden Hope, Malaysia’s top plantations company, 
reported a 60 per cent rise in net profit tor toe year to 
June 30, even though Its revenue remained almost stag- 
nant The increase, to M$446Bm (US$1 05 -5m) from 
M$279.0m in the year-eartler period, was helped by the 
depredation by more than 40 per cent of the ringgit 
against the US dollar, as the company chiefly produces 
palm oil and earns dollars for its goods. Revenue only rose 
slightly from MSI .51 bn to M$1.55bn. 

Analysts have recommended plantation companies to 
investors as a safe bet as toe economy contracts, because 
of tow doHar-de nominated exports. However they are 
concerned that profitable companies such as Golden Hope 
wffl be asked to help less fortunate ones as p3rt of the 
"national service” required of top Malaysian companies. 
SheBa McNulty, Kuala Lumpur 


Tangguh reserves doubled 

BG and Arco, toe oH and gas companies, announced a 
doubling of proved reserves at the Tangguh liquefied natu- 
ral gas field in Indonesia to more than 14,000 bn cu ft 

BG said the two companies, in production -sharing con- 
tracts with the Indonesian oil and gas monopoly Pertam- 
ina, stuck by their proposed commissioning of at least two 
LNG trains by 2004, with a capacity of 6 m tonnes a year. 
But neither company had started negotiations with poten- 
tial buyers - a daunting task in the depressed Asian mar- 
ket 

Pertamlna acknowledged last month that its Natuna 
field, where production costs would be higher than in 
Tangguh, would not be exploited for years. Some gas 
experts believe it wHI now focus on selling additional trains 
for its fields in East Kalimantan, where Total. Unocal and 
Vico claim to have buyers for 30,000 bn cu ft and 20bn cu 
ft more available. 

“We have enough gas to make toe project feasible,” BG 
said, estimating capital investment at $3bn. "But it’s Per- 
tamlna’s project” Sander Thoenes, Jakarta 


NUCLEAR POWER 


Japanese rivals in US link 

Toshiba and Hitachi, the Japanese electronics groups, 
plan to restructure their nuclear power generation busi- 
nesses and join General Electric of the US to develop, 
build and market nuclear power plants, company officials 
said. The plan is aimed at enhancing the competitive edge 
of the three companies in the international nudear plant 
market by cutting development and construction costs. 
The three companies are reported to be considering integ- 
rating their nudear power plant divisions and discussing 
plans to form a global marketing alliance. Kyodo, Tokyo 







Prudential and ICICI play the long game 

TTie groups aim to create the biggest private-sector HincJ manager in India, writes Krishna Guha 
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P rudential, the UK life 
insurance company, and 
Industrial Credit and 
Investment Corporation, 
India's second biggest finan- 
cial institution, could have 
chosen, a better moment to 
launch their first joint ven- 
ture, Prudential ICICI Asset 
Management Company. 

The date in the diary was 
May* 18. Exactly a week 
before this, India exploded 
three nuclear warheads - 
Incurring US sanctions and 
sending its stock markets 
into a dive. . 

After hectic consultations, 
the partners agreed to go 
ahead as planned, and 
announced initial public 
offerings for three mutual 
funds opening in the first 
week of June. 

Then India's finance min- 
ister announced a budget 
which turned the market 
dive into a tailspin and 
earned a credit downgrade 
from Moody’s. By the time 
subscriptions opened, Indian 
equities had lost roughly a 
quarter of their value at the 
start of May. 

“We could not have chosen 
a worse time,” says Ajay Sri- 
nivasan, managing director 
of Prudential ICICI. “Sanc- 
tions, the rupee weakening, 
stock market going down 
anything that could go awry 
was happening." 

In the event the three 
fiinds - an equity fund, an 
income fund and a liquid 
fond - raised a total o£ 

Rsl.7bn ($39m). much of it 
from institutions, a small 
sum for two giant parents. 

Mr Srinivasan, however, 
sees -It as a considerable 
achievement. “In this envi- 
ronment to raise the money 


we did, we are quite satis- 
fied." 

Added to assets trans- 
ferred to the joint venture by 
ICICI from its failed joint 
venture with J. P. Morgan, 
the new foods put Pruden- 
tial ICICI among the top five 
private-sector fond manag- 
ers in India 

The parent groups are 
playing a long' game in 
which building a fund man- 
agement franchise Is more 
important than, naahing in 
on fees in the first few years. 

. K. V. Kamath, managing 
director of ICICI, sees 
mutual funds as a rival to 
bank deposits and conven- 


sector is opened to foreign 
participation. 

“The asset management 
company is part of a 
long-term strategy to build a 
full presence in India’s finan- 
cial services industry," says 
De-ek Stott, Prudential rep- 
resentative, in India. He says 
Prudential sees mutual 
funds as part of a product 
range including life insur- 
ance, savings and invest- 
ment products. 

Prudential ICICI has set 
itself a bold target - to 
become the biggest private- 
sector fund manager in India 
within five years. 

“The potential is huge." 


India’s investors have shunned mutual 
funds since incurring huge losses on 
funds launched in 1994 and 1995 


tional savings bonds, which 
represent an Increasingly 
large proportion of his liabil- 
ities. 

“Mutual funds are replac- 
ing banking assets very 
quickly in personal portfo- 
lios in the west," he says. 
Building up a m utual fund 
business safeguards ICICI 
against a shill in personal 
savings patterns and may 
help it win business from 
established retail banks. 

For Prudential, the joint 
venture - in which it holds ' a 
55 per cent stake - is the 
first concrete product of a 
strategic alliance which It 
hopes will also offer access 
to India's life insurance mar- 
ket. Prudential .and ICICI 
have signed a memorandum 
of understanding to .form a 
joint venture as soon as the 



says Mr Srinivasan. The 
banking sector is awash 
with funds, the non-bank 
fin ance sector is in terminal 
decline, and there are practi- 
cally no new equity issues to 
attract funds. 

But to realise that poten- 
tial Prudential ICICI will 
have to overcome a legacy of 
history. India’s Investors 
have shunned private-sector 
mutual funds since incur- 
ring huge losses on a wave 
of funds launched in 1994 

and 19 95. 

“The entire category is 
suspeef* says Mr Sriniva- 
san. He said the way to 
revive confidence was to dis- 
tinguish between equity 
funds and safer bond and 
money market funds. “We 
need a flagship equity fund 
to e s ta b li sh a track record,” 


says Mr Srinivasan. “But the 
income and liquid funds are 
where I think we are going 
to see much more growth in 
the intermediary stage." 

Prudential ICICI faces a 
daunting competitor in Unit 
Trust of India, the giant pub- 
lic-sector fund manager 
which last year cornered 
more than 90 per cent or all 
new investment 

“UTI is clearly by far the 
market leader." says Mr Sri- 
nivasan. -it has a 34-year 
head start, formidable distri- 
bution reach and very, wry 
strong brand equity.” 

He said UTTs more than 
30m investors regard it as a 
government savings institu- 
tion, not a mutual fund man- 
ager - an enormous asset 
given the opprobrium 
attached to the industry to 
India. 

Prudential ICICI hopes 
that the ICICI name will 
mean that it also avoids 
being tarred. It aims to com- 
pete on customer service and 
investment performance. It 
has invested in support 
offices for intermediaries, 
and secs great potential in 
internet sales. 

But Prudential ICICI 
remams a minnow. With less 
than l per cent or UTI’s 
S* 1 ?. l “ ld *f management, 

competition is 
out of the question. 

Mr Srinivasan’s strategy i«s 
to chip away at UTTs exist- 
ing custom and try to cap- 
ture a disproportionate share 
in the market - to 
particular, among the swell- 
ing ranks of more sophisti- 
cated investors. With other 
Private-sector fond manac- 
«« keen to do the same, this 
wfll be a tough challenge. 
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TELECOMMUNICATIONS GROUP OFFERS $640m FOR 49% NOT ALREADY OWNED 


Ericsson to buy Brazil associate outright 


By Tim Burt 
In Stockholm 


Ericsson, the Swedish 
telecommunications group, 
yesterday announced plans 
to Increase its presence in 
Brazil after offering 
US$640m to acquire outright 
control of its listed Brazilian 
subsidiary. 

The company, which last 
year boasted sales of $1.25bn 
In Brazil, said it wanted 
to Integrate the subsidiary 
into its global mobile and 


fixed network organisation. 

Ericsson already owns 51 
per cent of its Brazilian asso- 
ciate, but said outright con- 
trol would give it greater 
flexibility to react to grow- 
ing competition. 

“The Brazilian telecom 
market is characterised by 
high growth and price pres- 
sure due to the lively compe- 
tition among international 
telecom suppliers and opera- 
tors — something which hac 
increased during the ongo- 
ing liberalisation of the mar- 


ket" the company said. 

Under the terms of the 
buy-out. Investors holding 
preference shares in Erics- 
son SA - the Sao Paulo- 
listed subsidiary - will be 
offered R$37.n for every 
1,000 shares held. 

The Swedish group said 
the offer represented a 53 per 
cent premium to Friday’s 
closing price. 

If taken up by 
shareholders, the offer will 
increase Ericsson's 
ownership of the sub- 


sidiary's share capital from 
51 per cent to about 99 per 
cent 

“Brazil Is going to be a 
very Important market for 
us. and this will enable ns to 
keep up with the competi- 
tion.” said o ne «wiiw com- 
pany nfflrial 

Earlier this year, Ericsson 
shored up Its presence In 
Brazil by winning a S360m 
order to supply infrastruc- 
ture for a new cellular phone 
network in Sflo Paulo. 

The company has been 


seeking further orders to 
exploit rising demand in 
Brazil following the shift 
from analogue mobile phone 
networks to more versatile 
digital services. 

At present, Brazil is 
Ericsson’s fifth largest 
market In the first half of 
this year, group sales in 
Latin America rose from 
SKr7.99bn to SKri2.4bn 
($i.Sbn). 

Yesterday, Ericsson 
emphasised its growing 
expos ur e to the region by 


German chemicals groups face the acid test 

BASF, Hoechst and Bayer battle to find the winning strategy 
as the industry undergoes change, writes Graham Bowiey 


J ttrgen Strube tradition- 
ally makes a toast to 
BASF’s success at the 
German chemical group's 
autumn get-together in the 
vineyards near its Ludwig- 
shafen headquarters. 

As the burly BASF chair- 
man raises his glass of Ries- 
ling this year, he will have 
an extra reason for celebra- 
tion: of the three differing 
strategies pursued by each 
of Germany’s troika of big 
chemical companies - the 
other two are Bayer and 
Hoechst - Mr Strobe's con- 
servative Verbund approach 
appears to be doing best, for 
the time being at least 
Mr Strube will enjoy this 
taste of success. Until 
recently, BASF's more revo- 
lutionary cousin Hoechst 
was the toast of the German 
ffhmrripfllK industry. 

Jfirgen Dormann, Hoechst 
chairman, had won the 
approval of financial mar- 
kets by dismantling what 
was once Europe's biggest 
chemicals conglomerate to 
focus on life sciences - phar- 
maceuticals and agrochemi- 
cals. 

Mr Dormann decided that 
Hoechst had no special 
advantage in bulk chemicals, 
especially compared with 
Asian and Middle Eastern 
producers which have much 
lower costs. 

Instead he wanted _to 
manufacture high-quality 
drugs for which Hoechst 
could charge large sums. He 
argued that any chemicals 
products needed to make his 
drugs could be bought more 
cheaply on world markets. 

But Mr Dormann 's revolu- 
tion ran into trouble. He 
failed to sell off Hoechst's 
old chemicals businesses as 
fast as investors had expec- 
ted. 

At the same time. HMR - 
the pharmaceuticals division 
which is now the core of 
Hoechst's business - has 
been slow to come up with 
the new drugs on which 
Hoechst’s survival depends. 
Hoechst’s plight worsened 
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Jflrgen Dormann: led Hoechst 
switch to Efe sciences 

when its best-selling medi- 
cine, an ariHViifitnmin w drug 
called Seldane, was with- 
drawn because of side- 
effects. 

Enter BASF. Unlike 
Hoechst, Mr Strube believes 
In chemicals, where BASF 
has traditionally been 
strong: His famous vision - 
and one he will he toasting 
in Ludwigshafai - is of the 
Verbund : large integrated 
chemical sites where the by- 
products of each chemical 
process are saved and fed 
back into the plant to create 
a myriad other products. 

Such a strategy is sup- 
posed to create huge cost- 
savings and it appears to be 
working. Two weeks ago 
BASF reported that operat- 
ing profits had risen 10 pa 
cent to DM2.75bn (Jl.53bn) in 
the first half of t his year, a 
surprisingly impressive per- 
formance which is expected 
to eclipse Hoechst and Bayer 
when they publish their fig- 
ures, today and tomorrow, 
respectively. 

“BASF wants to be the 
best at making chemicals,” 
said Peter Blair, analyst at 
Salomon Smith Barney. ' 

But BASF has added a 
new ingredient to its. suc- 
cess. One long-standing criti- 
cism is that it is too vulnera- 
ble to economic cycles 
because of its dependence on 


Jflrgen Strube: conservative 
approach appears to work 

chemicals. Mr Strube has 
been working on this weak- 
ness by building up his non- 
cyclical businesses. He has 
used BASF's huge cash 
reserves to buy some phar- 
maceuticals and agrochem- 
ical activities and to invest 
in its gas pipeline division. 

A S if this was not ennng h , 
BASF is also stealing 
Hoechst's clothes as 
Germany’s most financially 
sophisticated chemicals com- 
pany. It says it may soon 
return to shareholders 
by buying back shares when 
German legislators give the 
go-ahead. It migh t even fol- 
low Hoechst and list its 
shares on the New York 
Stock E xchang e, something 
investors love. Finally, as if 
to rub salt in Hoechst’s 
wounds, it has come up with 
a new anti-obesity drug 
which some analysts believe 
could be a blockbuster. 

All of this excitement 
leaves Bayer, the third mem- 
ber of the German chemicals 
grouping, in the shade. 
Bayer, based near Cologne, 
Is pursuing its own peculiar 
strategy: unlike BASF and 
Hoechst, it has large activi- 
ties In both chpiriicflls and in 
pharmaceuticals and agro- 
chemicals. 

Manfred Schneider, chair- 
man, argues that there are 
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important synergies between 
the two areas and ridicules 
the current fashion for 
demergers. But investors 
worry that individual Bayer 
activities are lost in the 
mish-mash. They are partic- 
ularly afraid that money 
generated in Bayer’s high-re- 
tarn pharmaceuticals divi- 
sion Is bring wasted in sub- 
sidising its less profitable 

chemicals business. 

Analysts hope that despite 
itf talk of synergies, Bayer 
may be about to streamline 
its empire: Agfa, its film 
unit, could be floated or sold 
as early as this autumn. 
More significantly, it has 
hinted it may seek a partner 
for its pharmaceuticals busi- 
ness. 

But even if there are 
changes at Bayer, they are 
unlikely to enliven its share 
price, especially since Agfa 
is only a small part of Its 
. business. In fact, a strange 
phenomenon in Germany’s 
chPTm'cniq industry is that 
the share prices of the big 
three companies track each 
other remarkably closely 
despite their dissimilar strat- 
egies. Peter Houghton, ana- 
lyst at J. P. Morgan, says the 
share prices behave as if 
there were a piece of elastic 
binding the three together. 

The question is whether or 
when the elastic will break, 
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and which of the triumvirate 
will he the one to do it. 
Despite BASF's recent 
advances, Hoechst looks the 
favourite. Mr Dormann has 
his problems, but the 
Hoechst share price has 
already edged ahead of the 
other two as investors have 
become optimistic about the 
company’s future as a purely 
life sciences company. 

“Hoechst has taken a bold 
gamble, but it will deliver,” 
said Mr Houghton. 

Mr Dormann has now 
taken quick steps to acceler- 
ate the sell-off of the parts of 
Hoechst's industrial chemi- 
cals empire he still owns. 
Finally, there are signs that 
HMR is beginning to pro- 
duce new drugs - Seldane 
has been replaced and US 
authorities have just 
approved a new rheumatoid- 
arthritis drug that lodes 
promising. 

As for BASF, the Asian 
crisis is a worry. In spite of 
Mr Strobe's efforts, BASF 
remains vulnerable to an 
economic downturn because 
of its reliance on chemicals. 
BASF’s new optimism might 
be put to the test if, as some 
economists fear, the US 
economy follows Asia and 
begins to slow down soon. 
Mr Strube might then dis- 
cover his home-grown wine 
suddenly tastes less sweet 


STANDARD CHARTERED INVESTMENT FUND 

Soctttt dlnvestesomom A Capital Variable 
("the Company*) 

flBristnrnd Office : GeloHe Kona. 4th Boor 
28, place da la (3am L-1816 Luxamtoounj 
AC. Luxembourg S60688 

NOTICE OF ANNUAL GENERAL MEETING 

The Annual General Masting of Shareholders 1st to be held at 
Its registered office of me Company on Tuesday 1st September, 
1908 at 11:00 am. (or as soon thereafter as It may be held) for 
the purpose of considering and voting on the foflowtng matters; 

1. To receive and adopt the Directors' Report and the report of 
the Auditors far the year ended 31 May 1993; 

2. To receive and adopt the Statement of Net Assets, Statement 
of Operations end Statement of Changes In Net Assets and in 
issued Shares ter the year ended 31 May 1 998; 

3. Discharge of the Directors and of the Auditors. 

4. To re-appairt the adgfog Directors, Messrs Chan, Harden, Trotter. 
Sfca and Gison aid to accept tha resignation of Mr RaOart and to 
auMiort»lteDiraaore to tefaeAuttotf remu ne rati o n. 

5. To appoint the Auditors. 

Voting 

The Resolutions may be passed without a quorum, by a 
simple majority of the votes cast thereon at the meeting. 
Voting arrangemen t s 

fa order to vote Shareholders who cannot attend me meeting in 
person are invited to send a duly completed and signed pray farm 


Proxy farms wffl be sent fa the registered shareholders with a copy 
of this Notice and can be obtained from the registered office. 
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Nomura Securities loses 
appeal on Czech merger 


By Robert Anderson hi Prague 

Nomura Securities, the 
Japanese financial group, 
may have to abandon plana 
to merge the two Czech 
brewers it controls and could 
be forced to sell one of them 
within six months. 

The Czech competition 
office confirmed yesterday 
that for the second time it 
had turned down the merger 
of Plzensky Prazdro], the 
market leader and brewer of 
Pilsner Urquell, and Rade- 
gast, the third biggest 
brewer. 

In December it ruled that 
the merger, which would 
create a business with 40 per 
cent of the Czech market, 
would harm competition. 
However, it cancelled its ver- 
dict on appeal 

Nomura has indicated it is 
likely to appeal again, claim- 
ing that it was not properly 


notified about the proceed- 
ings and given a chance to 
express its o pi nio n . 

Randall Dillard, chief exec- 
utive of Nomura Europe, 
said: “The decision is precip- 
itous and very strange. 
Nomura had not been 
informed about bring a par- 
ticipant in the procedure. I 
am convinced that this deci- 
sion will be cancelled 
because [the office] has com- 
mitted clear and demonstra- 
ble mistakes.” 

Bass, the UK brewer 
which owns Prague Brew- 
eries, the second biggest 
brewer, has fiercely opposed 
the merger. 

Yesterday tt welcomed the 
ruling. Miroslav Jersak, 
finance director, said: "It’s 
only a pity the industry had 
to wait more than six 
months to hear the same 
decision again.” 

Mr Jersak also Indicated 


that If the competition office 
confirmed its ruling, Bass 
might be ready to repeat Its 
offer to buy Radegast, in 
which It already holds a 33.4 
per cent stake. 

“We would hopefully he 
consid e red as one of the buy- 
ers,” he said. 

Prazdroj has insisted that 
the merger would help Czech 
bear exports. A spokesman 
said the derision, and the 
likely ' long wait during 
another appeal, was very dis- 
appointing. 

“We have planned the 
merger but we can do noth- 
ing now,” the official said. 
“We need to make strategic 
derisions and I don't know if 
we can wait for this verdict,” 

Nomura won the first 
appeal in June largely on the 
grounds that the ownership 
of the brewers had substan- 
tially changed since the orig- 
inal verdict 


winning a SKrtSOm contract 
to supply wireless network 
infrastructure equipment to 
Telecom Personal, the 
Argentine telecoms operator. 

The deal, involving the 
supply of D-Amps network 
equipment in northern 
Argentina, will expand sub- 
scriber c a p acity in that part 
of the c ou ntry by 50 per cent 
to 750,000 by the end of this 
year. 

Ericsson's most commonly 
traded B shares rose SKriZ 
to SKr20B in Stockholm. 


Swedish 
bank held 
back by 
lending 
losses 

By Tba Bert in Stockholm 


Skandinaviska Enskilda 
Banken. the financial flag- 
ship of Sweden's Wallenberg 
business empire, yesterday 
reputed a modest Increase 
in underlying first-half prof- 
its in spite of rising operat- 
ing costs arri lending losses. 


The hank saw operating 
profits rise 8 per cent to 
SKrL86bn (S594m), as inter- 
est income rose from 
SKri42bn to SKrI54bn. 

The results were held 
back, however, by sharply 
increased lending losses, 
which rose from SKrl98m to 
SKrSMnu and rising invest- 
ment costs associated with 
new technology to handle 
the euro and prepare for the 

wiiTIwmhun. 

Lars Tfaunell, rfiinf execu- 
tive, said the tending losses 
had risen following the 
bank’s decision to lift Its 
reserves for overseas politi- 
cal risks from SKrSOOm to 
SKxSOOm. 

“The additional transfer 
was primarily occasioned by 
the unstable situation in 
Russia," he added. SE-Bank- 
eu’s total exposure to Russia 
was yesterday put at almost 
SKr2bn. 

Mr Thuneff - who suc- 
ceeded Jacob Wallenberg as 
SE-Banken chief executive 
fallowing last year’s take- 
over of insurer Trygg-Hansa 
- said the group was 
starting to see the benefits 
from integrating the finan- 
cial services companies. 

Of the operating busi- 
nesses, retail banking pro- 
vided the largest profits - up 
from SKrffilm to SKrL12bn. 
Asset management contrib- 
uted gains up from SKr372m 
to SKr445m, and Enskilda 
Securities saw profits rise 
from SKrl44m to SKrlflSm. 

Pre-tax profit rose 28 per 
amt to SKrtLS9bn following 
the flattering effects of prop- 
sty disposals and readjust- 
ments in surplus valuations. 

Pro-forma earnings per 
share rose from SKr6.01 to 
SKrS.06. 

• Unibank, Denmark's sec- 
ond-largest banking group, 
yesterday reported record 
first-half operating profit of 
DKr2.45bn ($35&8m), up from 
DKrit84ho last year, as core 
business earnings grew and 
investment income remained 
strong, writes Hilary Barnes 
in Copenhagen. 

The bank attributed the 
performance to growth in 
Danish banking and mort- 
gage credit business and to a 
stronger position In the Nor- 
dic securities markets. 

Third ranking BG fomfc , 
which earlier this year 
announced a merger with 
Realkredit Danmark, the 
mortgage bank, reported a 
fan in pre-tax profits from 
DKTLOSbn. to DKrSOSm. 

Unibank's net interest and 
foe income rose DKr312m to 
DKr4.73bn as fee income 
surged by DKrSOOm to 
DKrl.2bn. Earnings from 
securities and foreign 
exchange, however, slipped 
by DKr20m to DKrl.OIbn. 


NEWS DIGEST 

GOLD MINING ' 

GFSA plans to sell off 

assets to shareholders 

Gold Fields of South Africa (GFSAJ. the company founded 
by Cecd Rhodes in 1887. yaswetay 

to extinction when it 

shareholders its stakes m Gold fields Lid - foe 
mining group created out of the goto interests of GFSA 
and Gencor - and Standard Bank Investment Corp. 

The unbundling. which is expected to ^approved by 
shareholders, effectively means the end of GFSA. tt has 
agreed to seB Its coal company to the Anglo. American 
□roup and is likely to do the same with Northern, a wnaH • 
platinum producer. GFSA expects to unbundle or aeH He 
few other remaining assets, indutfing »nc producer Zlncor. 
At present most of the company's value is accounted tor 
by its R4Sbn (S778m) stake in Gold Fields and its shares 
In Stanbic, which are worth R2.2bn. Announcing foe 
unbundling, GFSA described these holdings as “purely 
investments with no value bring added by GFSA". 

Shareholders win receive 15JL265 Gold Fields shares 
and 98.208 Stanbic shares for every 100 GFSA shares 
held on October 18 this year. Based on Monday's closing 
. prices, a holder of a GFSA share worth R70.40 wffl f*?* 0 
Gold Fields and Stanbic shares worth R62.n. But GFSA 
added: "There is still more value to be released from the 
ongoing restructuring." GFSA also announced net profit in 
the year to June of R990m. compared with a loss of Rl3m 
the previous year, but most of the increase was accounted 
for by exceptional items. Victor Mallet, Johannesburg 

TElECOMMUNK^TTC>NS 


Cellular phones lift Olivetti 

Olivetti shares yesterday rose nearly 8 per cent to a new 
high of L.4,245 in Milan following further evidence of vigor- 
ous growth at Omnitef, the cellular telephone company 
controlled by the Italian group and Mannesmann, its Ger- 
man partner. 

OfTHiitel yesterday said it had attracted 500,000 new 
subscribers last month, bringing the total to about 4.4m 
since the cellular telephone venture started in December 
1995. The company is now the fourfo-largest GSM ceitular 
operator in Europe. The latest subscription figures also 
confirm the continuing expansion of the mobile phone 
market in Italy. 

financial analysts yesterday attributed the latest sharp 
rise In Olivetti’s shares to the encouraging growth of 
OmntteL The shares have risen from a low of about L600 
when the company was beset by financial woes two years 
ago. The strong rise reflects the company's successful 
turn round, engineered by Roberto Crianinno. the chief 
executive, in the past 18 months he has focused the 
group on Its telecommunications assets and forged part- 
nerships with I ntern a tional allies. Paul Betts, Milan 


SATELLITE EQUIPMENT 


Nera shares suspended 

Shares In Nera, foe largest supplier of earth stations and 
satellite terminals to Inmarsat, foe global telecommunica- 
tions satellite operator, were suspended on foe Oslo stock 
exchange yesterday after it issued a profits warning for its 
first-half results. 

' . The Norwegian company said a review of its accounts 
had forced It to request that Its shares stop trading fa 
Oslo, New York and Singapore until it presents its results 
next Tuesday. The company had warned In Its first quarter 
accounts that it needed to examine Its operations after 
reporting a toss then of NKr 15.7m ($2m). ‘These evalua- 
tions are presently close to being completed and will have 
a considerable impact on the accounts for the first half, 
and wlH also have a bearing on the future development of 
the Nera group,” the company said. 

Nera would not comment on the reasons for the latest 
profit warning, except to say its decision was made follow- 
ing a recent management reshuffle. Bjfim Ove Skjrie, 
president, replaced Asbjfim Blrkeland fa April. Soon after, 
John Fnedrik Odfjeil was elected chairman. The shares 
were suspended at NKr16.40 against a year high of 
NKr42.50 In January. Valeria Sk6(d, Oslo 


SWITZERLAND 

Saies boost Aiusuisse Lonza 

AJusursse Lonza, the Swiss industrial conglomerate, lifted 
net income 12 per cent to SFr249m ($166m), in the first 
half of 1998 on foe back of an 8 per cent safes growth to 
SFr4.7bn. The group's fine chemicals and specialities busi- 
ness continued Its recovery, with a 53 per cent jump in 
operating income to SFr95m primarily as a result of a big 
improvement In operating margins. 

The group has so far weathered the effects of falling alu- 
mina prices - operating Income of primary materials and 
fabricated products, Its biggest business, rose 19 per cent 
to SFr177m. Lawson Mardon, the food and flexible pack- 
aging cflvlston, Increased operating Income by 2.5 per cent 
to SFr82m; at Wheaton, foe pharmaceuticals and cosmet- 
ics packaging business, operating Income climbed 7.4 per 
cent to SFr58m. The Lonza intermediates and additives 
business reported a 7 per cent drop in operating income, 
to SFr27m. Group cash flow rose 12 per cent, to 
SFr549m, and foe debt to equity ratio Improved. The 
group expects to Invest SFr950m this year. WRflam Hafl, 
Zurich 


CHEMICALS 


Pakhoed raises forecasts 

Brisk demand from chemicals suppliers prompted Pak- 
hoed, the Dutch tank storage and shipping group, to raise 
its 1998 earnings forecast after a bright first half. Net profi 
for the six months rose 15 per cent to FlllBm «58ml on 
sales of FI 3.52bn, up 13 per cent 
The core performers - chemical distribution and loqistic 
- Improved through an upswing fa North America and 
Europe. Jeremy Gray, Amsterdam 
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us group sees 'in cre asingly c hall engin g’ m arkets , 

Deere forecasts decline in 



By NiMH Taft 
in Ctfcago 


Deere & Company, the US 
tractor and agricultural 
equipment maker, said yes- 
terday that market condi- 
tions were becoming 
"increasingly challenging" 
and that retail demand was 
likely to fWl in the remain- 
der of 1998 and 1999. 

It blamed the setback an 
falling farm commodity 
prices, which have resulted* 
from strong international 
production and the loss of 
Asian demand. 

The Illinois-based com- 

Hughes, 
Apollo in 
satellite 
venture 

By John Authors in New York 

Apollo Group, the largest US 
provider of distance educa- 
tion, yesterday announced a 
joint venture with Hughes 
Network Systems, a division 
of Hughes Electronics, to 
deliver training and educa- 
tion courses to multinational 
companies via satellite. 

It is the first link between 
an education provider. and a 
satellite network, and is part 
of an aggressive campaign 
by the two to expand in 
Europe, particularly through 
training in information 
technology and general 
management. 

The companies have 
acquired One Touch 
Systems, which provides 
interactive distance-learning 
systems and equipment for 
large companies, including 
Ford Motor. Hewlett-Packard 
and Oracle. It has a work- 
force of 85 and annual reve- 
nues of about $20m~ The 
price paid was not disclosed. 

Hughes will own 51 per 
cent of the new company, 
and Apollo 49 per cent 
The new company aims to 
offer an integrated package 
of distance learning, particu- 
larly to large companies that 
have established their own 
"corporate universities". 
This will involve videocon- 
ferencing and Interactive 
multimedia, ' using: Apollo 
courses and tutors. 

In the longer tena.it will 
offer degree courses under 
the imprimatur of Apollo's 
University of Phoenix, and it 
nay also' offer MBAs. . 

John Sperling. Apollo 
chief executive, said prob- 
lems with network infra- 
structure had been a big 
obstacle far large companies 
offering training. He said the 
"lowest hanging fruit" for 
the new company would be 
continually updated training 
in IT,, for which there was 
heavy demand. 

The companies said they 
would be able to deliver 
training to classrooms, or 
directly to desktop personal 
computers. In the longer 
term, the new company also 
aims to offer services for 
smaller offices and 
individuals. 

Craig Conway, chief execu- 
tive of One Touch, said the 
company's fastest-growing 
market was in Germany, fol- 
lowed by the UK. 

The two companies hope 
the venture win be boosted 
by the growth of corporate 
universities. Recent figures 
show 1,600 companies in the 
US now have their own 
in-house "universities”, a 
fourfold increase in 10 years. 

The market responded 
well to the news, with Apol- 
lo’s shares gaining almost 4 
per cent in midday trading 
on Nasdaq, rising $1% to 
$38%. Its share price was up 
more than 25 per cent for the 
year In spite of the recent 
market downturn. 


pany said that good growing 
conditions in key parts of its 
domestic market - such as 
the Midwest - coupled with 
federal financial 
in regions including the 
South, should help mitigate' 
the problems. 

However, it also revealed 
it had reduced production 
schedules for the fourth 
quarter of 1998 and was 
likely to scale them bads in 
1999. 

The news accompanied 
Deere’s third -quarter profits, 
to end -July, of 5290.8m, or 
$*•20 a share, on sales up 8 
per cent at $3.7bn. This com- 


pared with »252.7ta, or #L00 
a share, in tbs same period a 
year earlier, and was slightly 
ahead of many analysts' 
expectations. 

• Forecasts averaged about 
51.18 a share, according to 
the First Call research firm. 
In spite of the company’s 
cautionary tone, Deere 
shares rose 5ft to 541% fa 
early trading. 

Hans Becherer, Deere 
chairman, said the third- 
quarter result reflected "pos- 
itive contributions from all 
business segments". 

After-tax profits for the 
first nine months were 


*859m, up 15 per cent an the 
same period of 199?, and 
total sales rose 14 per cent at 
510. 6bn for the period. 

The -company said the 
agricultural division alone 
saw sales in the third quar- 
ter rise by 3 per cent to 
$l-97bu, while the smaller 
construction equipment side 
saw a 22 per cent increase, to 
*709m, as new products 
name on stream. 

Operating profit from agri- 
cultural business was 1 per 
rant highpT in the quarter, at 
5282m, and up 72 per cent oa 
the' construction front, at 
5103m. 


Deere said that the agri- 
cultural business division 
had seen lower operating 
expenses but that these had 
been partly ofeet by higher 
sales incentives, bigger 
expenditures on "growth ini- 
tiatives” and a less favoura- 
ble sales mix. 

However, the company 
also added that export sales 
from the US had remained 
fairly favourable, -totalling 
5551m in the quarter 
compared with $5©m a year 
ago. 

Export' sales rose by about 
15 per cent in volume terms 
over the first nine months. 


Arcor enjoys sweet taste of success 


Confectionery maker now has sights set on 
US and Europe, writes Andrea Campbell 


S ince Argentina opened 
its doors to -foreign 
investment in the early 
1990s, Arcor has earned the 
distinction of becoming the 
only Argentine-owned con- 
fectionery -and biscuit manu- 
facturer not to be gobbled up 
by the competition. 

Instead, the aggressive 
family-run conglomerate 
aims to become Latin Amer- 
ica's leading sweets manu- 
facturer. Already exporting 
to almost 80 countries, and 
with sales of $ibn, the group 
does not discount a move 
outside the region. 

“After we become- leaders 
in Latin America wi thin 
three to four years, we can’t 
rule out something in the 
United States," says Enrique 
D" Alessandro, manager of 
communications. "Within 10 
years, Arcor will have indus- 
trial enterprises in the US 
and Europe.” 

The company, based in the 
central province of Cordoba, 
is already on its way. This 
year it beat the likes of mul- 
tinationals Nest)§ and Cad- 
bury to buy Dos en Uho. a 
leading Chilean confection- 
ery maker. The 5200m deal, 
the largest in the Chilean 
manufacturing sector, estab- 
lished Arcor as Latin Amer- 
ica's leading chocolate 
maker as well as the .world's 
largest hard sweets producer 
with a daily output of 
160,000kg, surpassing Ger- 
many’s Stork, according to 
Luis Pagan!, president 
"This operation marks a 
‘before' and ‘after’ in the his- 
tory of the company. It puts 
us way ahead of the competi- 
tion, and from now on it will 
be more difficult far anyone 
to Teach us,” says Mr 
Pagan! -The acquisition 
brings to three tire number . 
of plants in Chile, including 


a fruit canning plant estab- 
lished by Arcor in 1969, and 
opens export opportunities 
within the region. With an 
eye on Chile’s cdhunerdal 
agreements with Colombia 
.and Mexico, which allow it 
to export almost duty-free, 
Arcor is investing $4Gm oyer 
three years in a state-of-the- 
art distribution centre and 
to ceptrabse Dos en Unoh 
two factories into a single 
industrial plant in Santiago. 

In May the conglomerate 
also opened offices in Ecua- 
dor, and it plans a move into 
Mexico in the coming 
months: "We can’t think 
about leading Tjrtrn America 
without Mexico," says Mr 
PaganL Arcor also bas a 
sweets plant in Peru, set up 
in 1996, and is in the process 
of building a $50m chocolate 
plant in Sao Paolo, its third 
in Brazil. The new factory 
will have a daily output of 
150,000kg when it begins pro- 
duction in February. 

Exports have grown from 
537m In 1992 to 5171m last 
year, making Arcor tie lead- 
ing sweets exporter in 
Argentina and the southern 
common market (Mercosur) 
- the four-country customs 
union representing Argen- 
tina. Brazil. Uruguay and 
Paraguay; 

With its factories In Uru- 
guay. Arcor was “pan-Merco- 
sur before Mercosur even 
existed”, says Christopher 
Ecclestone, strategist for the 
brokerage Interacciohes 
Globales. 

He notes Arcor had plants 
in three of the four Mercosur 
countries by 1961 - 14 years 
before the customs bloc was 
formally created. In the past 
five years, the company has 
Invested some 5700m in new 
plants and acquisitions. 

Arcor is- also planning its 



Luis Paganc The compe ti tion has bean auef 


first bond issue, for an esti- 
mated $200m, which will 
have a placement period of 
seven years to help finance 
continued expansion. 

T hough, many wonder 
when the 45-year-old 
business, owned by tie 
Pag arri Mananwmfl, Seveso 
and Brizio families, wifi be 
bought out by one -of -the 
multinationals. Mr PaganI 
says Arcor Isn’t, for sale. 
“Everyone else has opted to 
sell, blit we’re not interested. 
We believe every country 
needs its own industry.” he 
says. 

“The competition has been 
cruel and plentiful - but I 
imagine it’s been, much 
worse for them.” 

The key to Arcor's success 
is low production costs. It 
owns 160,000 hectares of 


fa rmland in Argen tina and 

produces its own sugar cane, 
has its own dairy cows, and 
uses its own mills to extract 
fructose and glucose from its 
corn and sorgbum 
plantations. 

It also supplies its own 
energy via two electricity 
plants in Cordoba province 
and packages its own prod- 
ucts. The group's cardboard 
and wrapping plants have 
become businesses in their 
own right. 

“Our integrated approach 
has allowed us to export all 
over Latin America and 
abroad.” says . Mr 
D' Alessandro. 

“While other local compa- 
nies chose to sell or beemne 
conglomerates in Argentina, 
Arcor took a different path 
and said Tny market is tie 
warM 1 .” 



By WBBam Lewis in New Ywfc 

Kom/Ferry International, 
tie world's largest executive 
search firm, has filed with 
the Securities and Exchange 
Commission for an initial 
public offering. 

Based in Los Angeles, the 
firm has 384 consultants in 
71 offices across 41 coun- 
tries. It had total revenues in 
1998 of 5315m, having carried 
out more than 5,870 assign- 
ments for 3.750 clients. 

It recently set up Future- 
step. an Internet-baaed 
search service, and Korn 
says part of its growth strat- 
egy is the pursuit of strate- 
gic acquisitions. 

The executive search 
industry is fragmented, con- 
sisting of about- 4,000 firms. 
The 10 largest accounted for 
11 per cent erf the $7.3bn of 
worldwide executive search 
industry revenues in 1997. 

In its SEC filing, Karo did 


not specify the number of 
common shares it intends to 
sell 

Korn says it intends to use 
the proceeds to redeem pre- 
ferred stock* repay debts and 
meet working capital 
requirements. 

The filing also discloses 
that the 5197.8m in pay and 
benefits paid to staff in 19% 
represented about 66 per 
cent of net revenues. 

Korn said most of its con- 
sultants were paid annual 
pay consisting of a base sal- 
ary and a cash performance 
bonus, “which has histori- 
cally represented a signifi- 
cant portion, of total cash 
compensation”. 

However, as part of tie 
IPO, annual cash bonuses 
would be reduced and partly 
replaced by stock options. If 
tie option plan had been In 
place for 1998. Kora said, it 
would have cut staff pay 
expanses by more than $20m. 


CanWest, Shaw 
to split WIC 


By Scott Mnrtaoa in Toronto 

CanWest and Shaw, tie two 
Canadian broadcasters, have 
agreed to split up WIC West- 
ern International Communi- 
cations. ending a six-month 
battle for control of the 
Canadian group. - 

CanWest, which paid 
CS95Qm.<tJS5623m) for 44 per 
cent of WIC’s non- voting 
stock, win assume control of 
its nine television stations 
and other broadcast assets. 

Shaw, the Alberta cable 
service provider which holds 
a 52 per cent share of WIC’s 
nan-voting shares and half 
Its limited voting shares, 
takes control of 12 radio sta- 
tions as weD as speciality 
and pay television assets. 

The agreement, which is 
subject to regulatory 
approval, strengthens Can- 
West’s position as Canada’s 
second largest private televi- 
sion. broadcaster. It also 


takes tie group into Alberta, 
making it a national broad- 
caster. 

In March, Shaw struck a 
deal to acquire half of WIC’s 
voting shares. In response, 
minority shareholder 
CanWest launched its 
second hostile takeover bid 
in three years. A counter 
offer by Shaw forced 
CanWest to increase its 
bid. 

Izzy Asper. CanWest exec- 
utive chairman, said tie deal 
still had “numerous hurdles 
to overcome” but the two 
groups were in agreement 
about tie future of WIC. 

WIC in July reported earn- 
ings of CS19.8m on revenue 
of C$449m for the nine 
months ended May 3L 

Shares of both companies 
rose yesterday. Shaw's share 
price rose C$1.10 to C$30.00, 
while CanWest shares rose 
CRLS5 to C52SJE in midday 
trading. 


KPMG mulls end to partnership past 


By An Kelly 
and Richard Waters 

KPMG Peat Marwick, the US 
professional services firm, 
plans to sell up to 30 per 
cent of its fast-growing con- 
sultancy business - either to 
a private investor or through 
an initial public offering. 

The firm, part of the global 
Big Five organisation of 
KPMG, has been examining 
ways of raising cash fpr 
investment since the col- 
lapse of merger talks with 
Ernst & Young this year. 

It has also suffered the 
loss of tqp technology con- 
sultants in recent years ana 
will be keen - as one of the 
smallest of the Big Five 
firms in the US - to buy 
talent when consultancy 
practices are growing rap- 
idly. The possibility of offer- 
ing stock options as a public 


company would also help 
attract staff. 

Yesterday, the board 
authorised management to 
retain an investment bank to 
look at the options for 
“monetising the value of its 
fffiris iilttng business”. A deci- 
sion is expected in October. 

- An IPO would challenge 
the traditional partnership 

structure of the Big Five pro- 
fessional service firms and 
could lead to similar offer- 
ings from competitors. 

The firm’s consultancy 
Business has annual reve- 
nues of 51-Sbn and is grow- 
ing at around 50 per cent far 
faster than traditional ser- 
vices like auditing. 

“We need to think of radi- 
cal solutions following the 
collapse of the' merger,” said 
one senior executive. “We 
need to release value at a 
tine when the market is rea- 


sonably healthy and the 
practice is growing.” 

While capital is not a prob- 
lem generally at the firms, 
there is tension between 
investing profits and 
distributing them to part- 
nets. 

“The alternatives, we're 
considering will assure that 
the firm maintains both 
operating and' ownership 
control over our consulting 
organisation.*' said Stephen 
Butler, chairman of KPMG. 

It Is understood that the 
firm may be. considering 
acquisitions in tie IT consul- 
tancy sector and strategic 
investments abroad. It may 
also invest more heavily in 
its .existing alliances in the 
IT sector - for example with 
Microsoft and Cisco Systems. 

The money raised by the 
sale will fall under tie con- 
trol of tie US firm, not the 


global organisation which is 
currently being strength- 
ened and rebxAlt following 
the collapse of the global 
merger with E&Y. 

t It too is considering radi- 
cal fund-raising methods and 
will watch the US experi- 
ment “There are no plans to 
do any thing like this in. the 
UK either at the present 
time - but never say never,” 
said one UK executive. 

■ Privately, executives 
admit the Idea of opening up 
the partnership to outside 
ownership could run into 
severe! obstacles, not least 
the possibility of regulatory 
concern over an audit firm 
linked to a public offering. 

“Clearly we would have to 
talk to. the Securities and 
Exchange Commission about 
possible, conflicts of inter- 
est,* said one executive. 

A second obstacle would 


be building a system of 
rewards that would not lead 
to a split between the con- 
sulting and other divisions. 
Mr Butler said this would 
help attract and keep tal- 
ented people. But all the 
partners are likely to want is 
to share in any rewards. 

A separate rewards system 
within tie same partnership 
and regulatory barriers 
between consulting and tie 
other business lines could 
result in splitting tie firm. 

Ail the Big Five are 
haunted by the experience of 
Andersen Worldwide - 
which is entangled in a 
protracted divorce between 
its two separate sister firms 
- Arthur Andersen and 
Andersen Consulting. All 
tie firms have taken action 
to try to bind their consult- 
ing businesses firmly inside 
general partnerships. . 


■GOLDFIELDS OF SOUTH AFRICA LIMITED 
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CONSOLIDATED 
INCOME STATEMENT 


Revemw 

Income trow investments. 

Interest received 

Profit from rine smetonR 

Surplus on naafisstini ctf investment) . 
Lrwome from fee and other sources . . 


Expenditure and n u nmH written off 

Ada ti ni s U alien. technical and general . 

Interest paid 

Exploration and project investigation. • 


Year coded 
30 June 
1990 
Km 

170 

87 

87 

1 

1C 

488 

252 


tauvKiW 
V) June 

ion: 

Rm 

312 

103 

TI7 

.SO 

192 


TPS 


:-n 


Profit before tax wd 

enwptiaaal gaina/a oases) . 
Exceptional pains /(fosses) . 

Profit before tax. 

Ik 


TO 

38 

41 


liti 

S3 


236 

857 


55: 


1093 

59 


;i/5 

n 


Profit after tax. 

Maturity shareholders* interest 

In respect of headline earning 

In respect of exceptional gains/possesl 

Fraflt/Qjiw) attributable to tnErnty share* 
Unappropriated profit 

brought forward 


1034 


990 

6 


fI3» 


Less: — 1 

Dividends declared. 
Interim 80c (80c) . 


996 

990 


*7* 
• Hi 


Rnall50cU50cl 

Ttansfer to/(from) i 


252 


23t 

81 


81 

171 


1 5J 

738 


(24?i 


Un ap propriated profit 
canted forward 


Earnings /(Lost) per share -cents. . . 
Headline earnings per share - cents . 

Dividends per shore - cents. 

Times covered :• 


CONSOLIDATED 
BALANCE SHEET 


Fixed 


Investment pro p e rt y 

Township land and development 

Inve s tm e nts 

Mineral properties 

Loans advanced 

Net current (liabilities!/ assets 

Current assets 

Cash 

Other 

Current Liabilities 


928 

128 

230 

0,6 

At 
30 June 
1998 
Rm 

141 


4 875 
65 
188 
(130) 


iH 

421 

iw 

1* 

Af 
30 fum' 
MW 
Ifoi 

loT 

b7 

4 

2 A/3 
124 
333 
toll 


508 


290 

218 


638 


7 m 


TOO 

Mi 


354 


5139 


3. VS 


Ordinary share capital . 
Resent* 


= 560 
2 350 


Deterred tax. ........ 

Minority shareholders' interest . 

Loans received 


4 910 
8 

221 


5139 


i:-to 
I 615 

7 Ail 
13 
2pT 

207 

334S 


Investments 
Listed 


-book value 


4884 


— market value 

8405 


- excess over book value 

3521 


Unlisted -book value 

65 

- directors* valuation j 

164 


~ excess over book value 

99 



ISM 


9 276 
7388 


W 


202 * 
1835 


Provision for diminution in value. 


.' 4949 
74 


2 077 
74 


4 875 


2003 


Number of ordinary shares in jssue . 
Net assets (as valued) per share 


113924903 

7448 


101600934 

11776 


NOTES: 

L flaanrl al twite B wnfcw 

LI The results lor thr year to June IW win? dominated by the transitions icaciated with thcGUbtehmeni erf Getd Hekfa 
Limited ('GR.'). the vehtde aiM*ed tv the Uk^er of GFSA'b and Gtncnr Umilrd'« ('Genror') gold tmen-ds. In terms 
of the meiger. the GFSA Greop dupowd oi most oi ih. inkraa» in Drirfnntdn Cmsotuirtrd Limited ("tttieftmtdrO. 
Hoof Gold Mining Company Limited CKoofl and ra nouft olher sold investments and aU ol its gold mineral lights are! 
partidpMkm rights id OTL in exchange for GFL -iuret. GPS Pi also ■wdjywtl Hs jdveipry rattr**, wtth Dntfrirtiin and 
Woof to GFL in exchange far CFL shares. In adkfibon, CRA acqidrud aD LhoCFLrture*. received bvCaxvr for the sate 
erf its gpid assets to GFL In exchange for CF5A's S) per cent holding In AWrcad Limited, a puniKni of B936fi miUmi in 
cadi end fee tame at 122 mlllkm new GKA. dwre*.^ The araeqarac* oi there tnnuctsx* ws th»l *t 30 June W8 the 
GFSA Group's major gold assets now cunsisl of 17SL7 rntlbra *nns m GFL Jnd a (eadual holding of tk7 mlUor shares 
in D riefa nc rtn . For annulling purposes the GFL shins reoenvd tn cdtange for assets disposed ot have btvti brought 
irt*0 the accounts ai the book vstnns (d the assets arhanged. TV onljr surphn therefore that arises ftmn the treosactfciu 
is related to the vatoe ■ t tr fc u tabfc to (he advisory omuacto. 

L2 The Group disposed of 120 million shares in 5asol Limited (“SasoO and IB enure Jarfdms of 4* oidHro shares in Libertv- 
life Awooatlon of AWc* Ltsnted fLihaty*) In onto U> finance, intis ofia. the R93W» mtlhoo payment referred loebove. 
L3 Other major asset disposals during the yrer were the Group's Interests In Dedkml Gold VUntng Company Limited and 

Grid RefaB Property Company Ltauird. 

L4 The enabttdnnenl of CFL has resulted In a svbManUd restructuring oi die CFSA ootporate office which » aregotng. 
Sgntikant restructuring costs have been incurred in thb process and provisions lure been made. Inter aha. for Ute 
balance of Ihoe estimated costs- 

2. r.— — g . 

2.1 bwome from liisesunuiu was lower as a result of a gowrel decline fat dividend dfetributwns from the Group's mining 
investment;* bo( particularly the gdd mining investments and because of llw sole of the mvefamom. in Liberty and SasoL 


22 Eao pWo nai gams/flossest: 


Surplus, on nsa&atkm of investments. 

Vafae of advisory contracts 
Exchange gam m bans 

Write down of invesurms and awxialed cost- 
Restructuring costs 

Dttntnutan of valor of Land, buildings and mmrol rights 
Provision for post retirement medical brnfila 
Gold Fkkb. LuntW merger COM* 


I94B 


1052 
150 
W 
U281 
1146) • 
161 1 
W) 
(201 


(456) 


r-MVl 


23 The vmte-dnwn of Invcanimb « in rxpect of a reduanai of ttv carrying values of the im-e stnumx In OViluep Cofycr 
Co m p a n y UmltnJ and Gold Fields Nanufru Limned l"GFN") to nominal values, ax a result of ihr sibscmual dediiu m 
the copper pnee and the pwaknei fapodatinn of GFN's operating rubsXbjrv, Tsrnrwb Corporation Limited, 
respectively: In addition, die book value of the corporate Office budding has. hem written down to Us mtimkd reaJisabfa- 
value and the book value at mineral pnpenks held by way of rvnwvukm rights in respect of ahenalcd State land has 
been written down to a njonnal value- 

Headline 

Headline raminge per share have been calculated by rududing the exorptianal pun» and losses and have been bused on tire 
average n umber of ordinary chares tn tauc during the year a] ]06a> nullum. 

Restructuring 

Svarefcokiaj. were advreed In a auidorurr announcement on 15 May lWSund vuIxAjumt cautionary announcements (hat Ihr 
Group was amhartdng on a restructuring process whtdi win involve thcdisti*t«kvi to Its shareholders aid /ot 8v sate of toour 
or aO of (he warts of the Group. The disposal of the Group's Interests m Gold Fields Coal Limited C*GF Cb*n and (Ire 
dlrawaco&regudng ihe tfmrrtioldlngs m Northern Urtsuim Limited t'Nwtham"'. referred tobdowi. are initiative-, talen » 
port of thla process. Asa further sup In this process, sharehotdcoi are referred to the arenounaiirenl published today regarding 
the proposed distribution to GFSA shareholders, subnet to certain conditions precedent, m the Groups interests In GFL and 
Standard Bank Investment Corpor ati on Limited. A circular giving full details of this proposed distribution will be pouted to 
shareholdBO on or about 25 Auprsr 1998 

GF Coal 

As announced cat 30 )idy IW8. the companv and let sntekiLines haw. subsequent in M June IW3. disposed ol dretr rondwred 
shareholdings of 13 379 362 shares tnCTCnaL hating Jcmphrt im unccmdifiotwl cash offer uf R21^5 per share from Anglo 
Amenon Coal Corporation Limited (“Amro*]*). The oiler represented good value and dmulfanmndy created the 
upf sa t m tBy tea a sgrttfom lWbAanpw»r«mii«Ji1'inihinyeCT&A.'ii6rttiia'w~ith Aaicoal and Ingwe Coal CnrporabcBi Limited, 
win mtaltosh a large, balanced and financially viable black omtroUed cool rominp group i"Ncvr COoTl. GF5A has agreed, as 
jportofthecmatuiof NcwCboLiosoU imevpkmed coal rights to New Coal tor a nominal -mm. 

Amcoal wiILh dire a»tscptcif<cire a Scheme erf Arrangtmteni interne id Section 111 ctlheConifunMs Act. 19^3. as amended, 
between GFConl and Hs shmdtoUen wheretw it Is intended Out ArumI will ac q uire tfv attire issued lAare capital in Gf 
Cool SOnority stvueholdiTS of CF Coal will be ntfard the tome purchase cnradcr-uxrn of R21^5 per share, poyahfc m rash. 

Nartham 

As advised In a cautionary HTOuiKetnent dated 29 July 19W, GFSA is atmnUv involved in discussion', with Angb Amatcan 
Platinum Cmparatai Limited teg«d}rig tt&sharehokttnft in hiretham. 

7. Base mrtal (ntercats 

biMKMcd parties hav-t: been invited to suborn proposal* ccfprdtng, intre aUa, the iKqufettkm c* all «■ «axw ot' the Greaty's hw« 
metal intetats or the merger of all or jwmeotlheteasort' with uth« Indbalivr pmpnuls hive heen remved and final 
proposals, which will be sutycct to detailed due ddigiw studies are rchoiliji'd IP tx-Mitunitigd by the retd of Angpd 199R 
The comptetlon of the due dlligcncv studies and the LuiaEwllun iO llv rarwcirv d^nvmailf. h. tvrt ofucted before tite end erf 
September IMB 

DECLARATION OF FINAL DIVIDEND 
Dividend No. 101 of ISO emts per arduurv A lore in nspect of the rear ended 30 lunc 1«» haa been declared at South African 
Uiiiax y, payable to motiixaii ivsietacd In the bcwlu* «' the mxnpany at the dose of busHW. rei J September 1998 

Dtwknde wiB berfkctresticatiy traWrrrai tti tticmhvTs' tsml m bvuldliw aartt acreunt on 30 SerAnsber I9wt» vrhcroBwt 
method of payment has not been Nasi mandated, dividend warranR will be pot id rei 29 September 1 “to. 

The swtdani condi hem relating to the pajwad of dh triauk oro obalA*te .i! lire diatv traiutei ufficr and Ute laxvtai irftm; ol tlw 
ccmpmp 

The register oi membes wifi be cfo&ed from 5 tn II Septem b er 1998. bwlroivt- 

By onkT ot dv bored 
Af i. Spmfc 
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LIFE ASSURANCE TAKEOVER OF QUOTED COMPANY BY MUTUAL WILL CREATE 11TH LARGEST GROUP IN SECTOR 


L&M agrees £750m offer from Friends 


By Christopher Brown-Huines 

Friends Provident, the 
mutual life insurer, stepped 
up the pace of consolidation 
In the UK life sector yester- 
day when it launched an 
agreed £750m ($1.24bn) cash 
bid for London & Manches- 
ter, the home services 
insurer. 

The move win create the 
11th largest life group In the 
UK. and the fourth largest 
mutual after Standard Life. 
Equitable Life and Scottish 
Widows. 


It is a rare for a mutual to 
acquire a publicly quoted 
company and would be the 
largest such deal since Aus- 
tralia’s AMP bought Pearl 
Assurance in 1989. 

Shares in L&M surged to 
600p - exactly in line with 
the offer price which was 
pitched 18 per cent higher 
than Monday's 508p closing 
price. Friends Provident 
immediately swooped to buy 
a 13.4 per cent stake in its 
target, lifting its holding, 
includin g irrevocable under- 
takings. to 14.1 per cent 


The offer values iam at 
1.6 times its December 1997 
embedded value of £465m. 

David Newbiggining, 
Friends Provident chairman, 
said the group had no plans 
to demutualise. . “Our strat- 
egy is very clean to remain a 
mutual and not seek a stock 
market listing." he said. 

L&M has long been seen as 
a bid candidate because of 
the modest size and the pres- 
sures on the door-to-door 
home selling business. 

Hie companies aajrf they 
would enjoy greater econo- 


mies of scale together, say- 
ing the driver for the deal 
was the scope for growth 
rather than cost-cutting. 

The acquisition increases 
Friends Provident's funds 
under management from 
E25bn to £30fan, lifts custom- 
ers by 750,000 to more than 
2m, and boosts its market 
share from 22 . per cent to 2.6 
per cent. L&M's successful 
corpora t e pensions business 
was a particular attraction. 

Jobs will be lost at back 
and head office level, blit 
will not affect the sales 


forces. The companies 
declined to say how many of 
their total 6,800 staff would 
be hit. although one esti- 
mate suggested more than 
500 jobs could go. Cost 
savings af about £20m a year 
are likely. 

Friends said it would 
finance the deal from Inter- 
nal resources, but did not a 
possible role out a passible 
subordinated debt issue. - 

The acquisition would cut 
the mutual's free asset ratio 
from about 17.0 per cent - 
based on free assets of. 


Rising Irish Sea traffic buoys Mersey 


By Sheila Jones 


Increased traffic on the Irish 
Sea and a shift to more prof- 
itable cargoes helped Mersey 
Docks & Harbour offset 
lower trade volumes through 
Liverpool, producing a 7 per 
cent rise in interim sales and 
profits. 

Pre-tax profits at £23.8m 
($39 .3m) were slightly ahead 
of expectations on turnover 
for the six months to June 30 
of £873m. In spite of static 
overall tonnage. Operating 
profits rose almost 12 per 
cent to £26m and the com- 
pany said cash flow was 
strong, with operations gen- 
erating about £lm a week. 

Gordon Waddell, chair- 
man, said: “Hus gives us a 
very sound basis for sub- 
stantial investment and fur- 
ther growth." 

Port operations accounted 
for £57 m of sales and £». 3m 
of profits, up £2™ on the 
year before. In Liverpool, 
where a long-running docks 
strike ended in January, ton- 
nage dropped to just under 
15m (15.5m). Hie strike cost 
the company £lQm in profits 
last year. 



Trevor Furlong, chief executive: the long-runring Liverpool docks strike cost the company £10m In profits last year 


The fall in tonnage in the 
first half was the result of an 
expected drop in oil volumes 
during the temporary shut- 
down at Shell’s terminal to 
allow for refurbishment, and 
the loss of orimulsion ship- 


ments after the closure of 
the power station that burnt 
the fuel. Bulk solids and gen- 
eral cargo increased, and 
container traffic rose from 
226.000 to 238,000 units. 

Increased ferry crossings 


on the Irish Sea brought a 
jump in passengers from 
123JXX) to 246,000. Roll on-roll 
off traffic was also buoyant 
Volumes at the Medway 
ports in Kent rose 8 per emit 
to L46m tonnes. 


Capital investment for the 
year is expected to be £45m- 
£55m, against a projected 
£65m. The shortfall was a 
result of delays in securing 
permission for a ro-ro termi- 
nal at UverpooL 


CWC to launch interactive TV service 


By Cathy Newmaa 


Cable & Wireless Commun- 
ications, the UK’s biggest 
cable group, will today 
announce it is setting up its 
own interactive television 
service, stealing a march on 
British Interactive Broad- 
casting, the venture part- 
owned by British Telecom- 
munications and British Sky 
Broadcasting. 

CWC will reveal it h as- 
signed deals with a number 
of companies, Including Bar- 
clays Bank and British Air- 
ways, to offer subscribers 


home shopping, banking and 
other interactive television 
chann els. CWCs interactive 
“TV Mall" will be offered to 
subscribers as part of its 200- 
channel digital service, to he 
launched next year. 

The news will come as a 
blow to BIB, which last week 
lost its second chief execu- 
tive in under a year, and has 
yet to announce any deals 
with retailers. BIB is owned 
by BT, BSkyB, Midland 
Bank and Matsushita Elec- 
tric. 

Other companies which 
have signed letters of intent 


&AN1SCO 


DANISCO A/S 


Notice Is hereby given to the share holders that the Company's Annuel 
General Meeting wffl be hcM on Tuesday 1 S ep tember 1998 el 430pm at tha 
Radbson SAS Scandinavia Hotel, Amagar Boulevard 70. 2300 Copenhagen 
S, Denmark, with the toUawtng agenda: 

1. Directors' report on the Company tor the year ended. 

2. SiAmtoslon ol the annual aocounte and conao Eri a te d accounts with ttw 
aixftore' report and the annual report, and resolutions for the tgjprovaf of 
the annual accounts and ol the rfec ha rge of the Board ol Directors bom 
their oWgaflora. 

3. Resolution on the appropriation of profits or cowing ol losses In respect 
of the approved annual accounts. 

4. The election of members ol toe Boaid of Directors. 

5. The election ol two state-authorised public accountants to serve as 
audtore. 

6. Resohulons proposed by the Board of Directors and/or sharahokJore. 

7. Any other business. 

Re the mends 

Item A Mr Steen Lengebaok and Mr Jan Kratfce are raflrtng as directors 
according to Article 17.2 or the Articles of Association . The Board ol 
Directors proposes the re-election of Mr Jon Krabbe. Mr Steen LangebeeK 
w9 retire owing to ihe age knit set out In the Rides of Procedure. Instead 
the Board of Directors proposes the election o( Mr Peter Hqpand. 

Item 3. The Board of Directors proposes the re-election ol the Conjaany* 
auditors, Deloftte & Touche Stetosutoriserei Revlskinsaktlesetskab and Ernst 
£ Young A/S. 

Under Ham B Die Board of Directors pro poses the blowing resolutions: 

a) That Artda 4a ot the Articles of Association shall be changed so that *16 
September 1 996* wfll read *1 September 2003*. 

b) That Aittefa 44 of the Articles of Association shall be changed so that '18 
September 1998- vrB read '1 Septentoer 2003*. and 'DKX 105" wffi read 
"DKK21 par share’. 

e) That an amount of DKK 1.403.891.508.42 shall be transferred from the 
Company's shore premium account of DKK 1.403,691,508.42 to the 
Company's cfistrfeutabto resenres. 

d) That in Du period tmffi next year's Annual General MweHng the Board of 
Directors shall be empowered to adow the Company to purchase Its own 
shoes up to the amount of to per cent of the share capita/ at mariret 
pnee at the Bme ol purchase with a devtaUon of up n 10 per cenL 
No proposals ter resoluttans have been received horn shareholders. 

I n accorda nce with the Company's Articles ol Association and Die Danish 
Companies Act lha adoption of the resolutions menboned in terns 6 a aid b 
requires that both two-thirds of the rates cast and shareholders representing 
two-thirds ot Die voting rights at the Annual General Meeting vote In laraur of 
the resolution. 

As bom 21 August 1 998 Die agenda end the Board of Directors' proposals In 
lull as wefl as the annual accounts end the consolidated eccouils with Die 
auditors' report and the annual report are available for inspection by Die 
shareholders at tha Company's registered office. On the seme day the 
documents wU be sera to those sharehaldera who have so requested. 
Admission cards wffh voting paper ter Die Annual General Mee t ing may be 
cottaaed on provision of tdenUflcadon at the Company's registered office el 
Langebragado 1, Copenhagen SC, Denmark, between 10sm and 3pm to Dig 
period 19 August to 29 Augied 1998, except Sundays. After Site period, only 
admeston cards wAhout voting paper wW be issued. 

Shareholders whose shares are registered In Die name ol the shareholder in 
the Register ol Shares may vote at Ihe Annual General Meeting. 
Shareholders who have acquired shares by transfer may only exerefee ihe 
voting ngfa for tha shares In question H Die shares are registered In the name 
of such a ha refwtdar e at the Dme ot the convening of Die General Meeting, or 
If Die shareholders baton that time have applied lor registration and IDed 
proof ot their aoquteUon. 

In connection with the Annual General Meeting, a shareholders' meeting 
concerning Danism's atrate» wB be held U the tema location tram 3pm to 
about 4pm. 


Danleco A/S 
Board of Directors 


with CWC include the joint 
venture between Little woods 
Home Shopping Group and 
Granada Media Group. ITN, 
and Associated New Media, 
a subsidiary of Daily Mail 
and General Trust, have also 
signed up to provide interac- 
tive news and information. 

Peter Howard, director of 
programming and content at 
CWC, said the company had 
talked about using BIB's 
offering instead of develop- 
ing its own. However, he 
added: "In the absence of 
any concrete business from 
BIB, we want to get on and 


AE A buy 
extends 
rail side 

By Gaotam HaOcaiti 


AEA Technology, the 
engineering services com- 
pany. yesterday doubled the 
workforce of its railway 
technology business by buy- 
ing Transport Consultants 
International, which sup- 
plies engineering and consul- 
tancy to the rail market 

The company's second rail 
acquisition, for £l2.2m 
(520m) cash, marks a further 
step in Its diversification 
from Its original business of 
decommissioning nuclear 
reactors. AEA, which was 
spun out of the UK Atomic 
Energy Authority in. 1996. 
formed AEA Technology 
Rail soon after Dotation by 
buying BR Research from 
British Rail for £10.&n. 

Peter Watson, AEA's chief 
executive, said the rail bust- 
ness was a core growth area, 
alongside engineering soft- 
ware. rechargeable batteries 
and environmental services. 

TCI. with more than 200 
employees in five UK centres 
and one in Hong Kong, speci- 
alises in economic planning, 
project management, signal 
design, safety and risk. 

The acquisition takes 
AEA's gearing up from 71 to 
94 per cent AEA Technology 
Rail helped Virgin develop 
its fleet of tilting trains and 
is working on projects in 
Germany, Spain and Hong 
Kong; 


launch something." 

Mr Howard said retailers 
had been attracted to CWCs 
planned service because the 
company had decided to 
adopt internet-based operat- 
ing systems. 

BIB, which will provide 
home shopping services tor 
BSkyB's 140-channel digital 
service, had originally 
planned to use a technology 
platform that was incompati- 
ble with internet-based oper- 
ating systems. That would 
have made it more difficult 
tor retailers to adapt their 
internet applications to run 


on BIB’s service. 

CWC, which has 800,000 
analogue subscribers, has 
had preliminary discussions 
about offering its int e rac tiv e 
service to other cable compa- 
nies, and On Digital, the ter- 
restrial pay-TV group. 

Customers will not be 
charged extra for most of 
CWC's interactive services, 
unless make a purchase. 
Apart from home shopping 
and banking. CWC is also 
offering interactive games 
following last month's pur- 
chase of a 50.1 per cent stake 
in Two Way TV. 


Thistle becomes too symbolic 

Scheherazade Daneshkhu outlines why the hotel group’s 
share price has plunged after takeover talks were terminated 


S hareholders in thistle 
Hotels have had a 
prickly ride since the 
UK's second largest hotels 
group refloated in October 
1996 at 17Qp. After a disap- 
pointing performance last 
year, the shares were buoyed 
by bid speculation which 
drove them up to 250p in 
June. 

However, yesterday's 22 
J per cent share price toll fol- 
lowing Thistle's termination 
of takeover talks with 
Nomura International, the 
Japanese Investment bank, 
leaves the company with the 
problem of rebuilding inves- 
tor confidence. 

The shares' 48p slide yes- 
terday to 168p came.tn spite 
of a promise to return cash 
to investors, possibly up to 
£220m (J363m). 

The collapse of the sale 
process comes within weeks 
of a similar breakdown of 
talks about a takeover by 
Stakis, the Glasgow-based 
hotels group, tor Vaux. the 
pubs group which owns 
Swallow hotels. 

The problem for Thistle 
has been compounded by 
adverse sentiment. Despite 
expectations of consolidation 
In the UK hotel industry, the 
market's confidence has 
been badly hit since the last 
interest rate rise in early 
June. Granada. Lad broke, 
Stakis, Millennium & Cop- 
thorne and Jarvis Hotels 
have, suffered share price 


tolls of between 15 and 25 
per cent since Jane, which 
pats most of them on a dis- 
count to the market for this 
year and next 

The strong pound, eco- 
nomic turbulence in- Asia 
and weakening domestic 
consumer confidence have 
contributed to the gloomy 
outlook for a sector charac- 
terised by high fixed costs 
and operational gearing. 
“Hotels are enjoying very 
good trading but things will 
get harder next year, which 
is why investors are sitting 
on their hands despite these 
cheap ratings," said Bruce 
Jones. leisure analyst at 
Merrill Lynch. 

Set in that context, the 
removal, of the bid premium 
has caused Thistle's share 
price to toll in one day to a 
level which other hotel 
groups had already declined 
to over two months, accord- 
ing to Nigel Hicks, leisure 
analyst at CSFR Most ana- 
lysts expect to downgrade 
underlying pre-tax profits 
forecasts of £97m (£79.3m) 
for. 1998 after the interim 
results next month. 

Thistle's promise to return 
capital to shareholders is 
prompted by the appetite for 
cash of Brlerley Investments 
of New Zealand, its stogie 
largest shareholder with a 46 
per cent stake, tive. It is 
selling investments worth. 
NZ$3bn (£935m). of 
which Thistle was to have 


formed a big proportion. 

Thistle is expected to 
announce a share buy-back 
possibly accompanied by a 
special dividend next month. 
It is believed to be consider- 
ing options to raise the 
money, of which the sale of 
assets is likely to form an 
important part 

A package of 30 of its 
smallest provincial hotels Is 
expected to fetch about £87m 
and offers for other hotels, 
particularly prime London 
properties, are likely to re- 
emerge' from toiled bidders, 
including Stakis, MTHwiniirm 
& Copthome, Accor and 
Patriot, the US real estate 
investment trust. 

The company could also 
raise its gearing from its cur- 
rent relatively low level of 25 
per cent. A more compli- 
cated option would be to 
embark on a securitisation 
of some of its assets - a pro- 
cess to which Nomura speci- 
alises. Its standard model is 
to make an acquisition and 
switch the assets into a sepa- 
rate holding company. This 
issues short-term bonds to 
refinance the acquisition 
which are backed by the 
cash flows from the busi- 
ness. 

But this can. be a time-con- 
suming process and Thistle 
is likely to be anxious to 
offer a quicker pay-back 
with the aim of giving share- 
holders a smoother ride 
sooner rather than later. 


C OMME NT 

London & Manchester 


£2^tm - lo about 13 percent, 
based on free assets of 
SSLZbn: 

Standard & Poor's, the 
credit rating agency, warned 
it might downgrade the 
mutual's debt ratings - 
which would posh up its bor- 
rowing costs - because “the 
deal may damage (Friends 
Provkfenrs) capitalisation." 

Analysts suggested a 
counter-bid was unlikely. 

Friends Provident was 
advised by Merrill Lynch 
and L&M by Warburg Dillon 
Read. 


Torotrak 
rights 
gets poor 
response 

ByKcfaad Peel 


Torotrak, the UK company 
that is developing a revolu- 
tionary vehicle transmission 
system, said yesterday only 
2.64 per cent of the shares it 
offered via a £50m ($B2m) 
rights issue had been taken 
up. 

The remaining 16.2m 
shares were left with the 
sub-underwriters, which 
include a number of large 
inst i t u tions, at the rights 
issue price of 300p. 

Shares in Torotrak closed 
down 5p at 219p. compared 
with 300p after the company 
demerged last month from 
BTG, file company that man- 
ages and commercialises 
new technologies. 

Analysts said the ton in 
Tbrotrak’s share price since 
the demerger and the low 
righto issue take-up reflected 
market reluctance to invest 
in technology companies 
that were not expected to 
make profits for some years. 
Dresdner BJemwort Benson, 
Torotrak’s broker, fore- 
casts that the company 
will become profitable in 
2004. 

Torotrak claims its trans- 
mission system allows 
smoother driving and 
improves fuel economy by 
mare than 20 per cent over 
pxisting automatic vehicles. 
It aims to ensure that -four 
out of five automatic gear- 
boxes use its technology by 
2010, generating projected 
annual revenues of about 
8500m. 

The company held the 
rights issue to raise funding 
for future development 
work. 


The good news about ----- . — 

Friends' Provident’s bid tor M ". 

London & Manchester is that MPto J2S55L - 

the prices of life assurers - FTSSUb *«*■«• ™ 

down 10 per cent since March 1T0 - 

- might now be attractive - -• «g • . 

pnmig h to trigger bids. The . ^ ~ . 

bad news lies in L&M’s com- ^ "TL . __ 

ments about the threat to nli 

margins from increasing go !ZU 

competition. This does not I f \ 

mean gloom all -round. The "70 . — qL- l — .* ■ 

life assurers, in their growth \\ VLA i .. 

markets, do not face the » -Erf ' 

same profits squeeze that has __ . HU . 

afflicted general insurers. . 

But United Assurance and . / •* " w .... 

Britannic should ask them- ■ sm mniwmdv 

selves the same questions as . 

UeM has: do they have sufficient critical mass and brand 
strength to continue independently or should they sell 
out? 

The price tor L SSH - about 4 per cent below Its peak - 
looks all right rather than generous. At about L5 times 
embedded value, it is still a discount to classier acts to the 
sector. It looks more expensive on a multiple of new busi- 
ness sales, but then L&M is in recovery mode oner restruct- 
uring. Hie £H4m premium to Monday's closing price can be 
Justified by assuming cost reductions of £20m. This could be 
achieved by cutting well under 10 per cent of the combined 
6,800 workforce, let alone by other less painful means. 

Mi ght a rival bid emerge? F&Fs stake purchase makes it 
less likely. Suspects might include an overseas predator or 
one of the converted building societies. But L&M. with its 
old fashioned home service side and pensions misselling bub 
is no honey pot. 

PDFM 

Are PDFM's fortunes about to revive? Its stable has been 
uncommonly active in recent months: Da l get y. Thorn, 
Booker. Somerfield. Kwik Save, Willis Corroon - All have 
been involved in some form of corporate activity. Though 
hardly a glorious list of winners, they could nonetheless be 
good news for PDFM if it has stuck to its philosophy of 
buying these shares when they were cheap. It may also be 
that the tide is finally flowing PDFM's way with a shift of 
corporate activity toward some of the less glamorous sectors 
on which its attention is focused. These, alter all. are often 
the same, areas on which deep-pocketed financial buyers are 
concentrating. But if the arch-bears of the market have 
indeed started to outperform, that could well indicate the 
bull market is running out of steam. 


Robert Walters 
accepts US bid 
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By Christopher Swann 

Robert Walters, one of the 
City of London’s leading 
recruitment agencies, has 
become the latest UK com- 
pany to accept an all-paper 
takeover bid from the US. 

Hie deal with StaffMark, 
the acquisitive US recruiter, 
values the group at about 
£96m (gl 58m) or 390.7p a 
share. 

Shareholders will be 
offered 0.272 StaQMark 
shares, which are quoted on 
, Nasdaq, for each share to 
Robert Walters. The price, 
although a premium of more 
than 40 per cent on Mon- 
day’s dose of 278Kp, is well 
below Robert Walters' peak 
of 550p at the start of the 
year. 

The UK group’s shares 
jumped 96V»p yesterday to 
375p. Shares in StaffMark 
were trading $2% lower at 
*23*. 

The bid values the 25 per 
cent stake held by Robert 
Walters, the chief executive 

Sales slow 
at Premier 
Farnell 

By Michael Peel 

Premier Farnell, the 
electronic component dis- 
tributor, yesterday 
announced first-half sales 
figures which exceeded mar- i 
ket expectations. I 

to a trading update, the , 
company said turnover fell i 
from £375. 5m to £364.9m 
(9802m) . as a result of ster- 
ling’s strength and a decline 
in demand In North America 
and the UK. One analyst 
said the share price rise, 
from 226 V4p to 233p, reflected 
relief that the toll was not 
steeper. - 

Hie shares have dropped 
by more than 60 per cent 
since Farnell Electronics 
announced to January 1996 
that it would acquire Pre- 
mier Industrial Corporation 
of the US for £L.85bn, creat- 
ing the world’s third-largest 
electronic component dis- 
tributor. Howard Poulson, 
widely seen as the architect 
of that deal, resigned as 
Chief executive of Premier 
Farnell in January. . 

The company said it 
remained a profitable busi- 
ness despite difficult mar- 
kets. Gross margins were 
robust to the catalogue dis- 
tribution division, which 
accounts tor more than 70 
per cent of group sales and 
profits, and spending on 
marketing and computer 
Systems bad continued as 
planned. 

Credit Suisse First Boston, 
the company's broker, said it 
expected demand to stabilise 
by the last quarter of this 
year or the first quarter of 


who founded the group in 
1965, at £24m. The Walters 
business will continue as a 
autonomous entity within 
the group and its founder 
will join the board of Staff- 
MSrk. 

Analysts said the level of 
acceptances would be seen 
as a test of the willingness of 
small company shareholders 
to accept foreign equity. If 
the deal goes through. UK 
shareholders will own 24 per 
cent of the enlarged group. 

But there Is no cash alter- 
native or cheap dealing 
scheme to aid investors 
reluctant to hold foreign 
equity. Many are expected to 
accept the offer and then sell 
their shares. 

Clete T Brewer, chief exec- 
utive of StaffMark, said “We 
hope that UK shareholders 
will be willing and able to 
continue with the stock" 

He said the deal, Staff- 
Mark’s 35th since it floated 
in 1996, would aid the 
group's expansion into 
Europe, Asia and Australia. 
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Bad news swept out of the way 
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EUROP EAN OV ERVIEW 

By PWfe Cowan, 
fttarttte Edtor 

European stock markets 
raced higher yesterday as 
the strength of Wall Street 
raised hopes that the worst 
of the global correction 
might be over. 

The 150-point rally in the 
Dow on Monday, followed by 
a farther 100-point gain in 
early trading created a posi- 
tive international back- 

ground, even though there 
were still signs of weakness 
In emerging markets. 

There were signs of relief 
that recent bad news such as 

Eurotop 300 Eurobtoc 

Ww. . 


the Russian devaluation and 
President Clinton's grand 
Jury testimony were finally 
out qf the way. 

Th© FTSE Eurotop 100 
Index gained 92.04 or 3.4 per 
cent to 2,301 X whfle the 
broader Eurotop goo index 
rose 36.98 to U14J23. The 
FTSE Ebloc 100 index of 
stocks In core single cur- 
rency countries jumped 30.15 
to 1,026.68. 

Most strategists have been 
arguing that European 
bourses were well placed to 
outperform the rest of the 
world, thanin; to low infla- 
tion and interest rates, 
steady economic growth and 
the prospects for earnings 


upgrades. But the sheer 
scale of the global correction 
in August had prevented the 
bulls from showing their col- 
ours. 

The market's strength was 
fairly evenly spread across 
the sectors yesterday. Bnt 
the champagne was flowing 
strongest in the alcoholic 
beverages sector, which 
gained 46 per cent LVMH, 
which haw suffered fr om its 
exposure to Asian consumer 
demand, ■ rebounded Ecu 
10.10 to Ecu 167.39, while 
Heineben jumped Ecu 2.10 to 
Ecu 42PL 

Electronics stocks vied for 
first place On the day; 
Alcatel gained Ecu 8.80 to 


Ecu 178.76 whQe Schneider 
was up Ecu 350 to Ecu 59.08. 

SAP, which has suffered 
since Its New York listing, 
led the 'tech sector with a 
gain .of Ecu 27.40 to Ecu 
611.05. Cap Gemini gained. 
Era 420 to Ecu 14830. 

Telecoms stocks, seen as a 
reliable provider of earnings 
growth, were also strong, . 
with France Telecom up Ecu 
5l20 to Ecu 72.1 and Deut- 
sche Telekom Ecu 1.50 
higher at Ecu 2650. 

On such a strong day. the 
only sector to be in the red 
wee healthcare, whose sole 
representative, Nycomed 
Ameraham, fell Ecu 0.10 to 

ECU 5.76. 



FTSE Actuaries Share Indices 


MgWK 
Nadoori & Ragtaozl 
H«ltt 

FisEBntDpaoa 

FTSE EsnttplOO 
FTSE EUdc 100 


European seriesl 


12 H 23 - +&14 + 36 J 8 238 

2001 JO *140 +9204 238 

1 Q 2 B 98 4 im + 30.15 601 


*d acf ToW ram 
to fro 

21 SI 124173 
3207 100080 

1478 103452 


JtoW 

tmacr 

Oetog 

QH 0 BI 

tinge 


code 

ad pott 

M to 

ga to* 

taape 
tettfa ' 

ATS 

14066728 

+ 0.0003 

+ 0.00 

IW^im 

as 

41223871 

+OD 085 

+ 04)2 

czsefi mpoic 

CZK 

36281234 

- 0 . 16 ® 

-044 

□oraafc 

DTK 

7 X 1 B 741 

+00074 

+aio 

Mnd 

m 

B.C 8 TS 7 BB 

+ 0 JJKQ 

+ 0.00 

France 

fft 

37 D 1150 

+ 0 X 006 

+0471 

Gernanf 

DBS 

- 1 . 9992 % 

-00000 

+ 0(0 

Brascs 

fflO 

3363(9300 

-12002 

-036 


HJF 

24 tE 33 S 8 

-OS 33 

-022 

toHtt 


0.797407 

+ 0 X 000 

+ 04)0 

Mr 

m. 

igns826au 

+OD 149 

+000 

LuaottouR] 

LUF • 

4123871 

+ 0 X 085 

+0412 

totertatta 

MC 

2234855 

•00002 

♦ 04)1 

Noraai 

MX 

& 55734 S 

+ 0 - 0*95 

+ 0 X 8 

Potto 

PW 

3942298 

+00213 

+050 

hCMto 

PIE 

2 J 15 B&W 6 

- 0 X 101 

+040 

tom 

BOL 

9713938787 

- 7 & 2 T 81 

-ai 7 

teseta 

HUB 

7.730866 

+03750 

*510 

Sbitttt 

SBC 

39514182 

-00121 

- 0 X 3 

sua 

BP 

1 EBXS 06 B 

- 0 X 602 

-OW 

Seedao 

SET. 

S 104513 

-00080 

- 0 X 8 

Sto 2 Rkfld 

or 

IXTSffi 

-00007 

-004 

Uofiad nedm 

8 BP 

O 988 K 0 

-0 0015 

- 0 J 1 

H V 

Amtaew 

KM 

1914073 

- 04)002 

-are 

Brad 

BS. 

135905 

-00013 

-010 

CBBMto 

CAD 

1939122 

+ 0.0001 

+001 

Itota 

MXN 

10784811 

- 0.1092 

- 1.05 

itoto States 

USD 

1.112355 

-00022 

-020 

PKffieMttXa Eatt/AMa 




AataCa 

«JO 

1 X 82772 

+ 04)012 

+006 

Hang Song 

MO 

8920194 

-D 01 09 

-020 

J*iw 

JPY 

161.408251 



Sown 

SGD 

1.966421 

-00016 

-fl_D 8 

Sotti AMca 

ZAR 

6 X 633*1 

- 04 M 71 

- 0 .B 7 


Synttefic Emu against the dofiar 

Spttttra 



EUROZONE CURRBICY CONVERGENCE 


- 0 .C 377 -045 


- 3.7338 -226 


Souk FTSE ttnttfftt U 6 TMt tttta llw a twnsc nttnc mfaa tor nr Ebb sgatad ontaos 
otw omndn cttaMad Dr H 4 *Wt ®P id Em Vomcdi IJb Euro «•* nd maa 
Ml JM 1 1 ad to htt ttooH not D* aatd » a pradm gada to « tt* i h doagmd to wo* 
Draw caomey —an m CSrreacy ttM * fciw DM 03364 . FRF 02217. m. 0 iazi 
na oostt. «ef hots, esp awa. e> aoitt. to 001S5. «s 0032a. m aoiv 


Maters lammm rates assist nr 0-Mark 
feed Martel BW fad 
Am IB rale rate »wU°fc 

tastrta 703552 7.0361 +0.01 

BeWura ME255 3)6198 -403 

France 23536 33519 -006 

raand 3.04001 50416 +4K> 

trebnd 04KX7B 0 3989 -0.94 

IWr 990002 9003684 -037 

Lunemtomy 206255 206198 -003 

MBbidS 1 12674 1.1273 *0 10 

Portugal ID? 505 1023174 -0.18 

Span 65*722 0481178 -431 

Geonaay 1 +0-00 


Fononl Fonwd MW 

raw tn rata raie»oa« 

7.038 3 S 3 *447 

2042 r 5 XSB *002 

3-3521 358 +002 

3042 38 + 0.04 

04018 554 +148 

9943896 447 *1 11 

204215 358 + 4 D 2 

1.1275 346 - 4.10 

1025515 4.18 +462 

85-0334 4 J 28 +472 

356 +400 


5 auce H» m Cbqmdt Husl raw *e b— M raw m B) tor 20: famnd tram w 

nttaaga nfc* to 31 HSW 8 «topc— (mi new quaes, tonrard ue«l raw m turn mfttd by 
nese tmard estrange Wdk Drif it raw » MM are Mermen bttraaa 14M hw ktott 
raw M me HEM toremd otoot uttfa 3 V 12 D 8 . DEU rwmri ombi we tor W 13 M k 
catttted m Mppctncft rmsmn nttctair BOA market itogc. 


FESE Mratap 300 to* 

to » 







Bwttot 

128920 

+&8B 

+3627 

2X0 

1111 

1313X1 

I BONDS I 

UK 

iwrxa 

+391 

+36X4 

3X4 


1133X0 


P, ■ 1 ■ r*ir fnriifcn 

CXK 4 XI p-QJBOi PC 
Empe&UC 


iisn . 

Stock FTSE M—fcnf 


115157 . +340 +3750 2.74 
128483 +297 +37.11 2X4 


878.12 +238 


EUROZONE CORPORATE BONDS 


Jon ._1988 . Jrf-r 


m 

Pitts 

Sep 

Oct 

CALLS - 
(tor 

Dec 

Sep 

96000 

BBta 

0 

0 

0205 

0215 

0225 

0145 

0270 


M TUB MOTH BBBO HTTMg QJFFEJ Epilrn pct-iB of 100% ■ 

Optt Socprta Charge E^i Ur* Es tM Open tat 

Oct - 95X55 -4035 -. 0 0 

OK 04205 94200 -0430 94205 94200 100 7634 

Mar - 96245 -0005 - 0 4888 ' 

JUB - 96.17Q -4010 - - 0 187$ 

W Tffig MOTH EDHO OPTCTS (UffQ Barta pot** Ot 100% 

ttta — oats - — PUTS — — 

Prtoa Sep Oct Nov Dec Sep Oct Nov Dec 


sa. mL VM, CW 0 4 tonkw Oqr* mm W. Ott 0 Fw 0 

M FTSE EOBOTOP 100 BIDBt RHUMB (Uffg Ecu2D per Ml Inter pda) ' ' 

Open Sea price C teujp Hgtt lot Era. «2 Open taL 

SCO 2791.0 28040 +89X 27919 27812 565 2157 

DK 28095 2823.0 +589 28085 27949 711 73 


■ ED80 SfTL£ FTSE BJM70P 119 »EX OPIM IfEQ EartO per tada point 

2780 2725 2 J 5 D Z 77 B 2888 2 K 6 .. 2 BB 0 .. 2879 

' •CPB P'CPCPCPCPCPCP 
Mg 85 B H 13 442 D 28301745 18 82 S' 83 4 107 
Stt 146 58 127 67 110 78 BB 781 SB SB 111 51 125 40 138 
U ml tant- . tar apm Wmtt ktt 5.188 Win I ttm ae bead m wuran paw 


OTHER INDICES 


teo 

« . ; 17 


Mob Urn- 


DJ 8ta 50 339446 3280X1 3291X0 3874X2 257451 3SAX2 297642 

0J Bn 8X50 33BBX5 327721 339M7 . 3B448 2466X1 3K34I 288552 

USQ Egrcpe 1174QT 1T75X7 116222 13056 BEOS' 13I6XS 51478 

EfloraK BttpR ra'Fl Wnwkn. ‘Sttlect to eta tet am- n rawttWie. 


EttttUelle 708X1 

04 tatapM 84722 

M. emtaratai 8 Prod 771.18 

eacw. bbokubw naate 

Pwa uci t tt 98947 

Bridtog MaXi & Matta 96347 

ifcinW. B37X2 

DtmaBsd InkMWs »MX9 

Bactnatt & Baet BpBp 89SL56 

D »— 93820 
tow, PttQ X MnaiQ 838.77 

ea B MH BOOOS 1172.12 

Attmanfm 106397 

AfcofBS Bemnoss 98095 

Rno proacett - 959.48 

Hocsuboid Goods X Ttttt 1100.78 
Hoflten 81225 

Pkennan ut ltt b 1023.18 

Totracco 112491 

3B1MCES 122432 

DMfeatan 852.15 

tettra 4 Hotels - 84746 

Uede 101258 

Betefca. Food 100895 

HetaBara, ftneral 98820 

ftnwtta, pate & Mtt 8Seis 

Support Santas 95S.05 

Tmmport 993X1 

WanaS u i Tectraotogy 129192 

imunES • • • 138692 

BacMcSF ' 1038X9 

GW OhMeGan ' 108399 

Wattr 102023 

FUMCMiX . . 137452 

BanksMtt 97247 

tournee 1047X4 

Ufc Mon 1107.19 

OMrHamcW 98923 . 


Ms Ittmttm * MM m mxnmtaaa O IUE WeWM ItoM MX 
waair m MMd m ra sa imrae aw Enu«i am itt nett ' 
wtawiwwii n >—4 w wm wm—aiit 
m cnmaM br foe ttnakw. 


Bond yMd com 

Per cent (August 18 1998) 



Angie 

Red 

IMF 

Conpon 

58 P 
Rung 

BM 

prim 

BM 

to 

tore 

ttga 

to 

KB’a Santo 
cage » 

Fd Em 

Sonttgr FuogMa 

BelBUiQlKiMttcnaK 

Knee 

tcuta 

5750 

WA 

108090 

ABB 

+000 

-021 

+006 

France <Rep oil 

04*08 

0250 

WA 

105 180 

457 

+ 0-00 

-024 


WnHepoli 

05 TO 

5 000 

AA 

1(12190 

471 

+ 0.01 

-022 

+0 09 

fonts* Pep <£S 

0608 

5375 

AA- 

104 890 

4 74 

+002 

-018 

+012 

AMtoTUXTraasEK 

0203 

4875 

AA 

1 CB 235 

431 

+004 

-Q 2 S 

•007 

Sen Been; CtpCIp 

1004 

5500 

KfA 

106 X 00 

4.40 

+001 

-027 

+012 

Oera KontraBark 

0403 


AAA 

104210 

4.70 

+ 0 X 4 

-026 

+008 

OrdUcal defiance 

0408 

5350 

WA 

102990 

485 

• 0 X 0 

-024 

*023 

BamHnnSWctiBk 

0701 

54)00 

AA- 

102072 

422 

+ 0 . 0 ? 

-019 

+018 

Gnat fuiaei France 

now 

8375 

A 

116387 

4 X 3 

+ 0 . 0 Q 

- 0.18 

+065 

EuroinvBai* 

0404 

5250 

AAA 

104.440 

434 

+007 

-010 

+006 

A 5 N Amro Wdg W 

0407 

6375 

AA- 

109 690 

4 X 7 

+0 01 

-021 

+042 


1 3 5 7 TO 15 m 30 

Years fo mtturtty 

ovny turifflit nm n 


GOVERNMENT BOND SPREADS vs ECU 


Smdct Hsraoae Oraafi ttonUA Umkn ettng Fmtftta tana tomfl to watte tq Em “W 
saxxtram att tngMa totooe* Evo bate i-'iflBc Euo amm «" watt to m m wny: Em 
bent ar esaed ■ Ecus but curvet to Bias MW 


EUROZONE CREDIT SPREADS vs ECU 


Aeg IB 

2 to 

5 to 

Tin 

IDfiS 

20 to 

30 to 

Aosta 

+0X1 

-004 

+0.11 

+0X5 

+0.17 

+0.09 

M*KB 

-003 

-0X2 

+0.11 

+008 

+010 

+013 

Hr*ani 

.-0X8 

+007 

+014 

+0X5 

-034 

-054 

Fence 

-007 

-008 

-005 

-0X3 

-0X2 

-0X3 

Seram* 

-0.18 

-010 

+0X1 

-0.19 

+000 

-0X8 

toand 

+064 

-0X5 

+005 

+0.11 

+011 

+023 

Mr 

+035 

+023 

+024 

+018 

+0.16 

+020 

LHHHtaag 

-003 

-002 

+011 

+008 

+010 

+013 

Netortands 

-0X6 

-0X6 

+0X1 

-0X5 

-0X7 

-003 

Partuga ) 

+0.16 

+017 

+018 

+017 

+036 

+035 

Spa is 

+002 

+007 

+014 

+016 

+021 

+029 

■one- 

Daiaak 

+022 

+018 

+026 

+015 

+0X8 

+027 

Bmh 

♦677 

♦422 

+046 

+2X8 

+2-15 

+1X5 

Stodan 

+033 

♦027 

+029 

♦016 

+016 

-0X4 

UK 

+225 

+194 

+140 

+091 

+OS2 

+012 


Dog 16 

S&P 

m 


Cancer 


Spread 

tond 


ratfea 

eta ie 

Caupn 

code 

Spread 

to age 

rath ego 

mi 

AAA 

014)9 

5X00 

DEM 

+0X6 

+005 

+0X1 

France Tefcum 

AA+ 

11/06 

6250 

fflF 

+0.17 

+615 

+616 

Kate* 

AA 

07/07 

5625 

OEM 

*0.18 

+0.18 

♦017 

tag Barit NV 

AA- 

01/08 

5500 

W£ 

+617 

+0-19 

+615 

Barer Hypo W Bk 

AA- 

02/02 

6750 

m. 

+033 

+032 

+032 

Oed Fonder 

A 

02/03 

7250 

OEM 

+031 

+030 

+031 

Uowon-Ouiitlnl 

A- 

■ 03/04 

8X75 

FflF 

+042 

+034 

+036 

Gowrate des Eanx 

B3&+ 

osm 

6250 

FflF 

+033 

+032 

+032 

Bar* oi Chru 

B8B 

07/99 

7125 

DEM 

+1.63 

+2.18 

+658 

NttBtodMngaT 

B8B- 

osm 

6000 

ATS 

+098 

+0-75 

+663 

Korea De* Barit 

B&+ 

11/02 

6625 

fflF 

+659 

+647 

+679 

Argoto* 

BB 

04/08 

8126 

XEU 

+393 

+3X8 

+3.18 


M bttfFT htor 
1 arm; vto 1 


l traniy |tt 


DWIF1 Uenattm. Tatta ttons ft 
M kmH to «ach mag (net tfenora 

■!• 

21: 

2' 


apntta to Iba Em 1 
sad k Em “V cm 


FTSE EUROTOP 300 


IS 

Great 

Minds'’ 



Mm apM>m M 
mm m* m w 

MfOtnUCSCMSUfiCS 


+v- toM W ™ ttw 


Fta BpM V8 
tttt *v- Ctott to W 


Mm BpWHl M 

8W +"• etott M w 


wwanu GOQOS « textis 


nwaucameu* 


junmus 


♦.1 

18 

23 

45. i 



«U 

U 

-M 

•7 

+7 

61 

■ . 

BX 1 

klmff 

5X0 

+4 

25 

IX 

2X 

+U 

IJ 

> 

OX 1 

BN 

■ 04X0 

+X 

45 

11 

U 

♦5 

UA 

60 

11 1 


tttt 

+45 

48 

V 

IX 

+61 

a* 

U 

17 




s ‘ . 



+»i 

HI 

61 

u 










1 

WHBfO BBBSTRULS 







1 

Wn* 

11M 

+5 

4.1 

ai 

as 




• 1 


‘ 47*3 

♦13 

64 

u 

44 

+S7 
-• ■ 

m* 

MAT 

All 

U 1 

Qtt 1 

■j** 

«9 

lift * 

*0 

S* 

*+ 

4»tt 

44 

T, 

+u 

+4 

•u 

Ml 

mm 

Lt 

ttto 

U 1 

sr* 

toK 

41X4 

+10 

m 

mmm 

■2 

• *tt 

13 

*L1 

U 

U 

U 1 

KM 

an 

*3 

u 

61 

23 

+13 

ns 

u 

U 1 

Imrttmtt 

aut 

+Z4 • 

XU 

IX 

13 

+61 

tti 

u 

ax i 

mm 

<33 

+J 

51 

41 

40 

+4 

u 

at 

41 ' 1 

tm 

mm 

*3 

ai2 

u 

U 

+0 

82 

ax 

IX 1 

MH 

10874 

+4X . 

367 

11 

u 


mas 

+4 

47 

■> 61 

ttl A 

1457 

+5 

270 

41 

-tt« 

+13 

44 

- XI 

IFSftrf 

were 

+54 

HB 

0d 

1BJ3 

*2 

66 

If IX 

mam m 

aa 

♦10 

BHS 

80 

TOO 

+U 

47 

- 41 

mm 

.IflW 

+411 

DM 

OX 

■in 

«nx 

BS 

ii 14 

iHtt* 

XB2S 

♦40 

82 

83 

1518 

- 

IX 

as 23 

kMiWft 

4UD 

+U 

112 

U 

E058S 

+207 

22 

- Lfl 

tout 

astta 

♦aax 

»7 

- 

141X4 

+50 

21 

at as 

tttag 

■a 

+23 

U 

u 


wonunaiiBMausY 


BNK59ETML 

IBS Mm 2US 

JUtoMI 1443 

HUMS HB 

tovStt 77 ‘* 

tarttams SJB 


Im mtttte run 

MttM - «tt 

BWScM 33) 


bkukiit 


+3 

313 

64 

61 

Bln 

UB 

+.1 

+5 

222 

26 

20 

and* 

XBJB 

+«U 

+J 

tu 

- 

U 

MIU 

213J 

+u 

+15 

U 

61 

55 

Mm 

tttt 

+2 

+2 

tax 

13 

M 

Wnk 

1421 

*A 

+.1 

1U 

87 

U 

wan 

BXS- 

+.1 

+2 

53 

88 

u 

Wlttv 

805 

♦X 

+.1 

IU 

U 

u 

Tmctta 

" 11X4 

+.1 

-hi 

nx 

ttl 

- 

SCoeftonr 

072 

+2 

+4 

B2 

33 

u 

SareemB 

815 

♦X 

+3 

113 

41 

u 

TnHtol 

Wtt 

+12 


u u u 
W3 - 30 
U -32 
HI U U 


72 15 U 

IB3 20 « 
]« 04 04 

US - u 


tsBcmra 

WBCffSW 


U - 1J 
u u u 
S3 O -12 
42 U U 
34 - U 

115 48 13 

U It U 
383 24 31 

TW M It 
XI u u 

144 05 W 

U 0.1 14 
E35 14 15 

142 105 SJ 
Ol 01 22 
W U U 
SI u u 

80 05 28 

172 35 40 
315 13 52 

as IT »3 
na u - 

DO U U 

7J « U 
41 31 31 

281 48 37 

7X 24 27 
141 « - 

103 S3 12 
120 -21 10 
133 U «4 
U 23 U 
101 U 17 
88 21 41 

00 34 17 
131 05 


14U0 +42 HU «2 04 
ttttt +04 XU - 32 


An HU* *1 Cl 17 II 

HMIU( raoai - 25 - u 

mm ■ xnm +« ni u oi 

sap ns . +5 u u u 

Mttafto - «UJ2 +1T8 40 - 11 

cm 140 +5 102 25 11 

a——** W.M -U 122 - BJ 

M5 2ttV ,+&S 201 03 31 

' |— Ml' +L1 U It U 

ORE 435' +3 U 43 41 

M R9I +11 90S 32 17 

Sunltti* «Utt- +75 3U - 02 
tm 1343 +2 U 15 13 

RWSMN 122 +5 120 40 42 

5Hatt 1428 +5 75 25 Of 

H>SI 25C0.lt +73S 337 • 15 

mumi saiJB rfoo no • u 


+• 803 U IX 
+45 00 - 07 

+20 327 20 ?.! 


7X1 ■ *1 20 2 2 

12X1 +2 7.1 10 40 

7JI +5 20 10 42 


BETAUtS, FOOD 


Bfcmonc & aGsmcM. arr. 


tttt 

+ 4 

VOS 

23 

61 

1,(758 

+84 

700 

- 

17 

tu 

+U 

Si 

50 

in 

2577 

+13 

ms 

07 

08 

837 

+.1 

174 

77 

63 

8 XT 

+4* 

40 

82 

11 

«.« 

+2 

42 

• 

13 

•mrt 

+40 

u 

' - 

08 

nxa 

♦12 

as 

14 

88 

na 

*42 

104 

61 

IS 

7SM 

+U 

Hi 

tx 

>2 

tttt 

•u 

58 

57 

U 

tttt 

•13 

SX 

04 

12 


UFEWSURANDE 


370 -1 

378 
23B 

50 +2 


20 05 25 

.12 - .23 

70 55 50 
52 103 15 
15 01 05 

40 - 14 

75 00 10 


40 05 25 
42 - 22 


+34 14 OI U 

-1 115 41 11 

+.1 40 21 21 

+.1 37 21 00 


41 51 10 U 
*2 10 12 07 

+.1 tit 72 .12 
+3 m 27 23 
+4 222 23 28 


+3 I1J U 15 
+14 54 02 15 

+1 U 42 24 


270 

aw *17 
0B5B +E3 
■OM +12 
sum +T17 
4» »1 

704 ,5 

2© +.1 


BETMBB.QEML 

am 143+7 

Dtaaa in +1 

(US 1089 +5 

H1MI 8S5I +14 

IttpHtt 72) +5 

IMIS 7« +5 

HmsM E33 +12 

IWttAH M *47 


SBFPmrSERVKES 

Usott CUB +109 
toe 1215 +3 

MBA 15471 -05 

M>8 VUB +02 

MUM 551 +4 

MM 3251 +47' 


u gal 

koti ces 


BRBHBB^FWS&BSTHnMnS 

Bw flfi ,2 110 U ' 

M 101 .7 SX IX If 

StolUhM 12X0 « M 

HBttd 1258 rf HU® 


msm wssatts t iogh«k 

AeCM '47? +1 17 n <x 
2 ms +j 44 - » 


sort 

*VU 

u 

- 

13 

DttrlHA 

831 

+4 

u 

05 

11 

541 


48 

87 

64 

B* 

7.15 

+2 

55 

85 

14 

8874 

+64 

U 

- 

24 


na 

- 

82* 

11 

64 

1174 

■U 

221 

61 

80 

DM* 

8tt 

- 

80 

24 

23 

tttt 

+u 

(4 

•2 

■u 

■ttam 

1508 

+5 

87 

22 

23 

ut 

+.1 

S3 

83 

li 

Mam 

8511 

+1 

58 

68 

U 

SUM. 

+IU 

U 

- 

tx 

MM 

IS 

-.1 

87 

IX 

u 

&42 

+2 

u 

01 

JS 

ffarer 

w 

+3 

127 

44 

27 

2672 

+1X 

23 

04 

24 

HIM 

11X7 

+1 

u 

u 

U 

2636- 

♦J 

28 

00 

64 

WP 

3* 

• -.1 

43 

18 

ns 

M? 

ma 

KP 

XL* 

Mia 

+J 

+33 

7i 

*2 

23 

88 

U 

tt 

D8 

OS 

.61 

1£ 

S3 

« 

IX 

u 

ttmar nm ins 41 ISA 

o^apuKATiWiPiwioraw 

tl 

.50 

TUB 

*4 

67 

IX 

40, 

Braratt 

83 

+.1 

13 

21 

42 

ma' 

«ax 

ttl 

- 

IX. 

Iran 

205 

+1 

28 

48 

Ll 


42 10 25 

111 U U 

V U 01 

U 11 u 

M4 - 05 
54 IS 54 
150 20 33 

10) M2 20 


131 12 20 

35 57 29 

M0 10 35 
120 05 05 
90 27 20 
220 15 34 

02 02 15 
07 01 01 


72 ■ 02 

55 44 14 

15 . <X 

31 02 U> 

MO 02 15 
U 01 00 

101 u - 

41 14 42 


1243 +4 102 99 20 

114B +4 275 25 IX 

3U0 +U MB 07 2J 

USB 41 1S3 *a 14 

UUO +7 ttl 21 - 

4U1 +0 74 - 14 

•21 +14 W U 21 

7 B +5 U 30 05 

05X0 +15 103 02 55 

7J0 +2 S22 254 12 

127 +.1 475 MX 07 

4421 +11 454 74 15 

■am +X 372 04 00 


0tt,WIB «u n8 > 


tea* 

• 47? 

• 1 

a> 

043 

*3 


513 

+.1 

Stott &■ 

7588 

#U 

N0MM5B * 

1.190* 

+»9 

Ittw 

M22 

+62 

IK 

033 

+.1 

SMraotttt 

urn 

as 

MHtt* 

t2S 

+ ( 


EXTRACTIVE 9DUST8ES 


121 18 «5 ■ 

UB +3. 1<U> 20 3.' 


fOOOPMDDCBIS 


oaduis 


IB -S 

on s 


HHA IB -5 

KM8 on -5 

HUMfe 12750 +30 

4ka 4174 nl 

i«F *» 

DC 1229 *7 

(*|V 3M« +tX 

CBa&KQi 101.73 >1 


tt» +17 

S7M53 +1tU 


27 

OJ 

45 







APRmb 

759 

+ 1 




area* a* 

1394 

+0 




naan 

•424 

*17 




DHHU 

CM 

+46 




BttttM 

0684 

*S 

17 

as 

26 

ttriafl 

10051 

+36B 

14 

tJ 

26 

OMA 

1807 

+.1 

tu 

V 

U 

TttOL 

807 

+.1 

113 

25 

23 


Bit 

+62 

61 

08 

29 

U6iV 

860. 

•3 

60 

ii 

42 




85 

07 

23 





1272 +2 714 ill IS 

1471 +.1 31 « 41 

os +1 mm u 

BU3 +2 IX 02 25 

*39 42 13 131 10 

tttJO +K9 42 - 25 

4030 tl OS II 21 

ft« +12 94 34 33 

52B +£ 526 340 40 

14407 +7 97 05 22 

*311 41 21 U U 


Bfftafc 

TflfM 

+3 

315 

74 

42 


OS 

- 

U 

10 

14 

HgaWTct 

m 

^1 

47 

26 

50 

RfctottA 

1.GS0S 

+213 

55 

- 

12 

TRANSPORT 

f — 

11* 

+5 

34 

64 

26 

M 

on 

+2 

ns 

17 

26 

OB SUB 

158* 

+733 

35 

• 

61 

QSSnfa 

9JS1J8 

-347 

35 

- 

Dt 

HMMi 

948 

+10 

40 

04 

L6 

7X0 

1212 

-1 

77 

33 

40 

want 

7107 

+5 

106 

12 

61 

WATER 

MO 

+ 4 

43 

03 

13 

totottr 

1210 

-3 

24 

<U 

53 

SMiimt 

14* 

-.1 

U 

07 

43 

naHHMm 

UK 

+1 

u 

00 

44 

ittltt 

S8 

+3 

u 

00 

51 





FOR MORE niFORWiTlOW PLEASE CALL 


SISTEMSB UTOM 


*■ ' s **«* ■ wlwB+aM* 

o<f y o n* rig* @ i ytt«in id ® } o» , co m 


aimmutZM. 


+X 01 12 1.1 

-9 47 - 22 

+7 U - 14 

+4 14 1* 23 


M u 21 GASHSTMBOTNN 
74 20 « 

*+ |J Z2 86 " 

m • u CraW . ' jS 


coHsnacnoN 

- HUB +30 45 31 IX 

SS - »■ « B ‘ 31 


BEAUHGWTE 





teAri 

tm 

• 1 

35 

ni 

28 




tdadW 

226! 


63 

02 

15 

214 

OE 

27 

rAPEBP«ausKan«nK 



59 

73 


llt „- 

1X9* 

+SKB . 

80 


__ 

U 

61 

44 

Mmm 

a* 

♦X 

26 


28 




DC 

348 

+u 

18 

61 

17 




DA 

a* 

tX . 

13 

- 

60 




SOB 

K» 

+x 

30 

61 

29 




- that 

1210 

*5 

U 

U 

14 

38 

16 

10 

DM ft— 

e 21* 

+3 

61 

64 

42 


Rota 

Pradtoacto mdet ihiMih8uiii wM tn X *\: 
FITE WotofcmL Mtottt actCasaco Pome 
m boad bm ttaraa ew« k mb c ttaM tt a . 
sm Hi Ml fiBBBto vttere faneto nomto 
mttl CflBB wots- MhW CHB BH7 todttof to- 7\::. 

tttos ktt act as caBsteeH. toeks to 

tod to* Hi teidtt b be nietorv TtoHog 
wbrsb aoa jm oarMO dd do sancEOC •• • 
etom Bd HOW b* Etttt arat cf FT War* 

BH0B3 

pw i mv f Otoetoa m taatt m ttae eta 

v na FTSE Enttap *n mw 

Mcec cl itotta aw hoh ae ratoc tnBdqa ora 

VemqattdK 



UtowiInBi.SiiWH Uwob, k dusmijr 
fiaa idri arihntaB nAwuiH arabfaa 
j pac Bc atrfaf Hil wnHjto anoa ^hw . ' " 

- SotoSy»ttvp dtfivOT \o-6cpth fattritfoacBty, 

: imtrt lyaaf togterioar/ioyid 
todtHinMInaad fat cost of onnsUpi 
dto i gewi tn.Wttri to year ochragkagg. ' 



w*rcr.M ,: 

T« ■ T #i * 
iiimttf 




•**: ■ 








22 



FINANCIAL TCV1ES WEDNESDAY AUGUST 19 1998 


INTERNATIONAL CAPITAL MARKETS 


Banks show preference for 
new European asset class 

Participants say conditions are right for rapid growth in the 
preferred securities market in Europe, writes Vincent Boland 


Snag to Parturopttn (Ba)'; 

'.-'i ■" ' 


E urope's preferred securi- 
ties maricet took a big 
step forward last week 
when ABN Amro, the Dutch 
bank, raised $l25bn to bol- 
ster its balance sheet follow- 
ing its agreement to buy 
Banco Real of Br azil. 

The transaction was the 
latest and by for the largest 
of a series of preferred share 
issues by European banks 
seeking to restructure their 
balance sheets or pursue 
acquisitions. 

Bankers say conditions are 
right for the market to grow 
rapidly and become a new 
asset class for yield-hungry 
investors. 

John Tuke. managing 
director of global client prod- 
ucts at Merrill Lynch in Lon- 
don, says the growing pres- 
sure on banks to enhance 
return on capital is fuelling 
a search for cheaper forms of 
capital than expensive 
equity. At the same time. 
Investors are searching for 
higher yields now that Euro- 
pean interest rates are low 
and stable. 


Preferred shares are a 
hybrid form of security with 
characteristics of both 
equity and debt. For the 
issuer, they have the advan- 
tage of being tier one capital, 
are very tax-efficient, and do 
not dilute existing share- 
holders. For investors, many 
of whom are clients of pri- 
vate banks, they offer a 
higher yield than the tradi- 
tional bond markets. 

“There is a meeting of 
minds between Investors and 
what they should invest in, 
and issuers looking to use 
their capital structure more 
effectively.” Mr Tuke says. 

That combination has seen 
a big jump in preferred 
share deals so far this year, 
with $3.6bn raised, almost 
entirely by banks, before the 
ABN Amro transaction, 
according to Merrill Lynch, 
one of the banks sponsoring 
that deaL This compares 
with $724m Issued in 1997 
and only $462m in 1995. 

Europe's market remains 
dwarfed by that of the US, 
where an estimated $ 12 Qbn 


DSL Bank issues 
euro benchmark 


INTH^TOJ^ 

By Vincent Botand 

DSL Bank, a state-owned 
German lending institution, 
was one of the few issuers to 
brave a turbulent and thin 
new issues market yester- 
day, as investors digested 
the impact of Russia's 90-day 
moratorium on some foreign 
debt repayments. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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of preferred shares are out- 
standing. However, while 
UK banks have been notable 
issuers into the US market, 
ABN Amro’s deal is gener- 
ally seen as a significant 
step in the development of a 
global market. 

Bankers say It is no coinci- 
de nee Spanish and Portu- 
guese banks are among the 
big issuers in the sector. The 
banking markets in both 
countries are undergoing 
rapid consolidation, and pri- 
vatisation and competition 
have Increased pressures to 
improve return on capital. 
Some have also gone on the 
acquisition trail abroad. 

A t the same time, 
because neither country 
is a member of the 
Basle committee on bank 
capital rules, there is a more 
flexible issuing .environment 
and a loyal army of private 
shareholders keen to buy 
preferred securities. 

Despite the opportunities 
the market presents, how- 
ever, some bankers warn 



i • WS5 •' 

•• •/ •_ . • -Iftr 

®wnraw».£8«*JT * 


that there are limits to how 
East it can grow, at least for 
the moment Many European 
banks have no need for new 
funds, and assets are scarce 
and expensive. 

It is notable that many as 
the issues to date, especially 
ABN Amro's, have coincided 
with acquisitions outside 
traditional markets. 

“Unless you can grow the 
balance sheet, there is no 
need for new capital.” says 
Araaud Nlcoll, director, 
fixed income at Credit Suisse 
First Boston in London. 

Preferred securities are 
also complex instruments 
that are not uniformly 
treated by regulators, so 
have different characteris- 
tics In different markets. 

“The regulatory issue is 
disappointing. There is no 
agreement at the Basle level, 
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and everyone is hatting for 
their own camp,” Mr Nicoli 
says. 

Std, it has ensured Euro- 
pean deals have been from, 
highly-rated issuers and 
been well received by inves- 
tors. Generally, buyers of 
preferred securities ifi the 
US have been insurance 
companies, relative value 
buyers and some pension 
and hedge funds. 

Because of the scarcity of 
deals so far, however, buy- 
ers’ attitudes to the market 
are still unknown, and bank- 
ers say there is not wmng h 
liquidity or product variety 
yet in the market. 

“The investor position is 
stm open to question. We 
don’t know how deep the 
market is," says Blair Priday 
of ABN Amro's hank capital 
group. 


New international bond issues 


DSL issued a benchmark 
Elba bond priced to yield 29 
basis points over Ecu OATs. 

The 10'A year deal, which 
matures In January 2009, 
went “quite well” in spite of 
the market conditions, with 
steady demand for issues 
denominated in euros, said a 
syndicate banker at Deut- 
sche Bank, joint lead man- 
ager of the deal with War- 
burg Dillon Read. 
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Core European investors over the next few days, the Rank had minimal exposure 


accounted for the bulk of ini- official added. to Russia, “certainly a lot 

tial demand for the issue, Bankers said the pricing less exposure than either 
while Aslan buyers were was fair and the name lead manager”, one syndi- 
expected to target the deal well-known, and also DSL cate banker said. 


CBOT 

votes on 

electronic 

trading 

By NON TritfrCMcago 

i Traders and members of the 
Chicago Board of Trade, the 
largest fixtures market, were - 
yesterday doe to approve a 
proposal that could see day- 
time electronic trading of 
interest rate-related futures 
contracts take place simulta- 
neously with the traditional, 

pit-based “open outcry” sys- 
tem for the first. time. 

. At present, electronic trad- 
ing is restricted to “after 
hours" business only.. * • I 

Results foam the vote were : 
UnMMy to be available until 
late afternoon. Despite some 1 
members’ misgivings, and 
concerns that electronic 
trading will eventually come 
to dominate futures 
exchanges, thus eliminating 
the current role of indepen- 
dent “local" traders, there 
was a widespread expecta- 
tion that the membership 
would support the measure. 

CBOT’s move has been j 
prompted by plans from Can-, 
tor Fitzgerald, the US bro- I 
kar-dealer, and the New 
York Board of Trade, a 
smaller Manhattan-based , 
fixtures exchange, to launch 
a rival electronic trading 
system for US Treasury 
bonds and 10. five, and two- 
year notes, which could 
potentially snare existing 
CBOT business. 

Both the CBOT move and 
the Cantor exchange still 
require approval by the 
Commodity Futures Trading 
Commission, the US indus- 
try regulator. " •• 

Cantor/NYBT has set a 
provisional early September 
date to start trading, 
although obtaining regula- 
tory clearances by then may 
be optimistic. CBOT says its 
simultaneous electron- 
ic/open-outcry trading could 
start by September 2& 
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GOVERHMBfT BONDS 

By Jeremy It London /■ 
and John Lstete ta New York 

Prices were i weaker 
yesterday as some of the 
worry over Russia’s finan- 
cial and political crisis dissi- 
pated. and US Treasuries 
opened .lower. . 

Inflation' data released “in 
the UK and US were within . 
expectations, ensuring - no 
significant price moves in 
markets already thtn due to-, 
the holiday period. 

fix the UK, dealers spotted 
signs of asset swindling Into 
equities from gilts but glob- 
ally there was still solid sup- 
port for bonds. 

US TREASURIES had 
.fallen by. midday, amid, cal- 
: mer overseas conditions and 
a rally In US shares. The 
benchmark 30-year bond was 
down % to 98fi. yielding 
5.571 per cent. . 

Among shorter-term Issues 
the 10-year note was down £ 
to 101ft, yielding 5.428 per- 
cent and the two-year note 
was £ lower at 100&> yield- 
ing 5356 per cent 
“A lot of the flight to qual- 
ity seems to. have been 
-removed from the market, 
but It's a day-to-day thing," 
said Terrence Pigott, head of 
government band trading at 
Daiwa Securities America. 

Data r e leases showed the 
US trade deficit to. have nar- 
rowed to $l4^bh in June 
from $15.5 bn in May and 
consumer prices to have 
risen 0.2 per cent In July. 

The Federal Open Market 
Committee met to consider 
interest rates but there was 
no change in policy. 

GERMAN BUNDS ended 
lower but dealers say they 
are expecting prices to con- 


tinue recent rises, 1 with - . a 
yield on the benchmark 
. bond of 425 per ««t feasible 
in the short term. Yesterday, . 
it stood at 4.42 per cent 
.. . However, Julian Jessop, 
chief European economist at 
. Nlkko said /that target would 
only be reached if the Bund- 
esbank maintained its cur- 

- Twrf interest rate stance.'/. 

“You can only be confi- 
dent holding bunds as long 
as a rate rise is off the 
agenda. But today's Bundes- 

- bank report left open, the 
possibility of a pre-Christ : 
mas rate rise.” he said. 

The ' bank yesterday 
released its August monthly 
' report on the economy. 

The September lb-year 
bund future settled 0.03 
points lower at 111-10 in vol- 
mm* of 449,000 contracts 
. traded In Frankftirt 

The UK GILTS market was 
unimpressed by inflation 
data, which traders said 
reinforced the view that 
interest rates had peaked. 
Gilt futures ended lower 
after trading in narrow 
ranges. September 10-year 
futures settled down 0.07 
points at 110.19 in trading 
volume of 52.000 contracts. 

'The underlying rate oT UK 
inflation fell to 2.6 per cent 
.in July, which is above the . 
Bank of En gland 's year-end 
target of &5 per cent. 

Neil Parker, Treasury 
economist at Royal Bank of 
Scotland, said gilts had sold 
off because some investors 
had been over-optimistic 
that the inflation target 
would be met. July retail 
sales data are dxxe today. 

The spread between the 
benchmark contracts in the 
gilt and bund markets nar- 
rowed by one basis point to 
124 points. - 
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CURRENCIES & MONEY 


Yen gains as intervention talk grows 


WORLD INTEREST RATES 


u .. . 


MARKTO 

By Sbuon Kuper and 
Christopher Adams 

The yen rallied against the 
dollar yesterday as nunoure 
spread in the market that 
the Bank of Japan was about 
to intervene for its currency. 

Monday's devaluation of 
the Russian rouble barely 
moved other currencies. 
Only the Ukrainian hryvnia 
suffered, losing 3 per cent 
before the central bank 
asked for trading on the 
intrabank exchange to be 
closed. 

It has long been thought 
that Japan did not want the 
yen to tail below YI47, the 
eight-year low against the 
dollar hit earlier this 
Tim Fox, chief treasury 
economist at Standard Char- 
tered in London, said many 
traders now believed that 
intervention was imminent. 

The ward in the market 
was that Japan would very 
soon announce that nine 


POUND SPOT FORWARD AGAINST THE POUND 


stricken banks were to be 
closed down or absorbed into 
a planned “bridge bank". 
This news would suggest 
that the new government 
was serious about reform, 
costing the yen; and when 
the currency began rising 
the Bank of Japan would seD 
bniions of dollars Jn the mar- 
Set, said Mr Fox. 

TTiere was little hart evi- 
dence for this view, so 
in the market pointed to 
softer evidence. They noted 
that Eisuke Sakaldhara, the 
senior Japanese finance min- 
istry Official known as Mr 
Yen. had replied when asked 
whether the yen had hit bot- 
tom at Y147: “If you lock at 
the charts, it hit bottom. 
This is not me, but the mar- ’ 
ket" In fact. Mr Sakaklbara 
was simply stating the obvi- 

■ POUND M MEW YORK 


tog 17 

— IM 

— Pis*, dose - 

2ftW 

15185 

15155 

loft 

15137 

15126 

3 Ah 

1.6005 

15073 ‘ 

1 jr 

15665 

15875 


“"tap Cte»e Bttsflar 
tajtant <n *7 sprat ' 


Baft ta tasaeotb 
Up tar ' Mb KM 


on si Y147 is as low as the 
yen has fallen. ' '• 

Data yesterday showed 
that the US trade deficit 
shrank in June. It was none- 
theless viewed as danger- 
ously large. offering the yen 
some more support. '• 

In late US trading yester- 
day the yen was at TUMlo 
the dollar. YLl above Mon- 
day's Loudon dose, ft had 
gained Y0.76 against the 
D-Mark to Y80S5. 

The dollar and the D-Mark 
have become the Siamese 
twins of the currency mar- 
ket. Stuck together almost 
inseparably, they budged 
only briefly after Russia 
devalued, and barely at all 
when President BUI rrtintnn 
admitted to having bad an 
affair with Monica Lewin- 
sky. Perhaps if the world 
wmfl to an end the dollar 
might nudge higher, 
to Its safe haven status, but 
do sot bet on it 

■ The rouble’s devaluation 
has deme only psychological 
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damage to other emerging 
market currencies. The Aus- 
tralian Hollar was initially 
hurt by the perceived threat 
that Russia could flood 
global commodities markets 
with exports in a bid for 
bard currency. 

However, after falling 
from 3X5910 against the US 
dollar to a two month low of 
3X587&, the Aussie, rallied to 
3X596. Tbe Polish zloty and 


Czech koruna both slipped 
slightly. 

It was hart to say where 
the rouble itself was trading. 
Oh the Moscow Interbank 
Currency Exchange, it was 
fixed at &885 to the dollar, 
but retail rates were at 9.5 to 
10, pushing at the limits of 
the new trading range, 
which runs from 6 to 9.5. 

Russia is paid in dollars 
for most of its commodity 
exports. And it does not 
have particularly close trad- 
ing ties with many foreign 
countries. 

The rouble’s new trading 
range has not been truly 
tested because Russia 
announced measures on 
Monday to cap domestic 

■ OTHER CURREHCffiS 
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demand for dollars. The gov- 
ernment imposed a 90-day 
moratorium on repayment of 
some foreign debt and strict 
capital controls have been 

forced on B nwtan ' hanfa and 

companies. 

“The devaluation is still 
very much in the making," ■ 
said Claudio Demolli of ABN 
Amro in London. “Unless 
fundamentals improve and 
investor confidence rallies* 
they’re likely to use up 
much of this new trading 
band." 

“They’ll be able to keep 
the slide reasonably con- 
trolled in the short term." 
said Desmond Lachman, 
head of emerging markets 
research at Salomon Smith 

Barney in New York. "But 
people will be reluctant to 
hold onto the rouble and I 
doubt whether this level wiB 
hold for long." 

■ Tbe Federal Reserve left 
US interest rates unchanged 
after its open market com- 
mittee meeting yesterday. 
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COMMODITIES & AGRICULTURE 


RUSSIA SURGE IN EXPORTS_FEAREQ__ 

Nickel price 
hit by rouble 
devaluation 


Oil dips ahead of US inventory figures 


By Kenneth Goofing, 

Mfotag Correspondent 

Nickel prices on the London 
Metal Exchange fell to 11ft- 
?ear lows yesterday, partly 
because of worries that Mon- 
day's effective devaluation of 
the rouble might encourage 
a surge in exports from Rus- 
sia, which accounts for 
about 20 per cent of global 
nickel production. 

Traders suggested, how- 
ever, that Russian producers 
bad little room to boost 
nickel exports, or those or 
any other metal. 

An official at Norilsk, the 
biggest Russian nickel pro- 
ducer, confirmed this view. 
"IFs impossible to increase 
production abruptly as our 
facilities are already operat- 
ing at 80-90 per cent of 
capacity," he said. 

Rajat Kohli, analyst at 
Paribas, the French bank, 
pointed oat that the devalua- 
tion was actually a setback 
for Norilsk, which was hav- 
ing to import a great deal of 
plant and equipment to keep 
its facilities r unning . 

While producers had no 
room for manoeuvre, Rus- 
sian nickel sales in recent 
years had also been bol- 
stered by exports from stock- 
piles and of nickel In stain- 
less steel scrap, Adam 
Rowley, analyst at Mac- 
quarie, the Australian bank- 
ing group, pointed out He 
said: "In both these areas 
there is potential for greater 
exports if the holders of the 
material decide to take 
advantage of the 30 per cent 
rouble windfall" 

Nickel is mainly used to 
produce stainless steel and 
its price had already Mien 
sharply this year because of 
weakening demand, particu- 
larly in Asia, and anticipated 
future oversupply. 


Asian stainless steel pro- 
duction has expanded fastest 
in recent years. South Korea 
and Taiwan between them 
produced more than 2m 
tonnes of the western 
world's record total of 
16.63m last year, against 
1.6m in 1996 and only 120,000 
tonnes in 1986. 

The fall in nickel prices 
this year "reflected the belief 
that the stainless steel 
industry would have to 
undergo a major retrench- 
ment in the face of rising 
stocks and falling prices,” 
said Karen Norton, at Billi- 
ton Metals. "In the absence 
of some pretty significant 
supply disruptions, a sus- 
tained rally in nickel prices 
is difficult to envisage.” 

Billiton is forecasting a 
western world nickel supply 
surplus of 9,000 tonnes this 
year, following one of 8,000 
tonnes in 1997. It expects a 
27,000 tonnes surplus next 
year and is forecasting that 
the nickel price, which aver- 
aged $7,053 a tonne last year, 
will average only $4,738 in 
1998 - a drop of one third - 
and $4,628 next year. 

Yesterday, the price of 
nickel for delivery in three 
months on the LME Ml by 
nearly 2 per cent to $4,000. 

• Russia also accounts for 
about 16 per cant of global 
aluminium production. Mr 
Kohli suggested that, while 
producers would not benefit 
because they made little 
money from exporting 
directly, the devaluation 
would be a 'boon for western 
trading groups such as Glen- 
core, based In Switzerland, 
and the UK’s Trans- World 
Metals. They supply Russian 
smelters with raw materials 
in exchange for aluminium 
and have been hit by the 
jump in transport and power 
costs in Russia. 


By Gary Mead 

Crude oil prices dipped again 
slightly yesterday as traders 
on both sides of the Atlantic 
awaited the latest figures for 
US inventory levels. 

On the New York Mercan- 
tile Exchange September* 
dated Nymex crude initially 
traded 6 cents lower at $18.14 
a barrel, with the $13 mark 


in view, should the. latest 
American Petroleum Insti- 
tute figures show, as expec- 
ted, a significant Increase in 
crude and distillate stocks. • 

In late trading on the 
International Petroleum 
Exchange In London October 
dated Brent crude was $1226 
a barrel, against Monday's 
close of $1228. 

Crude stocks in .the US 
last week rose by 12m bar- 
rels to almost 345m barrels. 


nearly 10 per cent higher 
than at. this time last year, 
the latest API figures - due 
after the markets closed - 
were expected -to show an 
increase by at least the same 
amount 

The global crude oil glut 
continues to preoccupy 
energy ministers of oil-prod- 
ucmg countries. Luis Tellez, 
Mexico's energy minister, 
said he would meet his coun- 
terparts from Venezuela and 


Saudi Arabia . later this 
month but the meeting 
would not propose additional 
output cuts. • 

Trading on the London 
Metal Exchange and the 
London International Finan- 
cial Futures and Options 

Exchange was » pln in the 

doldrums, with little funda- 
mental news and a paucity 
of Investment fund activity. 

Base metals and soft com- 
modities’ traders endured 


.yet. another, constricted- day 
In .which-, the •ftrewflfawy fi g ht 
range-hound trading of 
recent weeks was repeated, . 

- Onthfr LME. eopper for - 
deltvery^ tbree months lost ' 
. $9 to dose: the session at 
$1,622 a -tcume. 

\On:£d£fe the December 
contract for cocoa flamed by 
£l a. tontie, to £1,079, on 
hews from Ivory Coast .that 
thb quantity and quality of 
cocoa pods were below 


expectations, though ana- 
lysts were keen to point out 
there were Insufficient 
reports to make firm judg- 
ments at this stage. 

Cocoa futures hit a scvai- 
week, low but that may/ 
according to some traders, 
have proved a low point in 
the short term. " . 

.- November coffee ended 
the 1 day $30 higher tit $li594 a 
tonne after monthly figures 
showed a fell in US stocks. 


Inco and Newfoundland in stand-off over Voisey’s Bay 

What had once been billed as the world’s largest undeveloped nickel-copper-cobatt 
deposit has proved to be the company’s biggest headache, writes Scott Morrison 


V oisey’s Bay was an 
opportunity that Inco. 
the world largest nickel 
producer, could not ignore, 
despite the C$4.3bn 
(US$2-8bn) price tag. 

The Voisey's Bay find, 
billed as the world largest 
undeveloped nickel-copper- 
cobalt deposit, was expected 
to strengthen loco's grip an 
the world nickel market and 
help the Canadian company 
reduce production costs. 

However, in the two years 
since acquiring rights to the 
deposit, Voisey’s Bay has 
been its greatest headache. 

The project has been 
plagued by opposition from 
native Indian groups in east- 
ern Canada, a slump in 
nickel prices and difficult 
investment demands by thp 
Newfoundland government 
Worries about the project's 
future have contributed to a 
69 per cent drop in Inco's 
share price since last year, 
and some observers have 
suggested it could become a 
takeover target 
None of Inco's difficulties 
appear to be of concern to 
Brian Tobin, premier of 
Newfoundland, .who insists 
Inco commit to building a 
smelter to process Voisey’s 
Bay ore in the province, thus 
creating sorely needed jobs. 

Inco. which had 1997 sales 
of US$2.4 bn, estimates that 
Newfoundland’s proposal 
would cost it up to C$2. Tbn, 


most of which would be 
externally financed, tt says 
such an investment is not 
viable given current market 
conditions. 

Furthermore, environmen- 
tal concerns have prevented 
Inco from conducting under- 
ground exploration. Proven 
reserves at Voisey’s Bay are 
32m tonnes of ore, compared 
with an estimated resource 
base of 150m tonnes. 

Inco, which lost US$39m in 
the first half of 1998, has 
instead proposed a CSLibn 
investment to build a mine, 
mill and concentrator at 
Voisey's Bay. 

It would spend another 
CSSOOm to build a smelter 
and roaster in Newfound- 
land, and process about half 
of the mined me there, if the 
provincial and federal gov- 
ernments would agree to tax 
credits and other provisions. 

Inco lias also proposed 
Unking the size of the com- 
pany’s investment to the 
price of nickel or the amount 
of proven reserves, says 
Scott Hand, its presddent 

Newfoundland has 
rejected all such proposals, 
however, and the two parties 
appear to have reached a 
stalemate. The province 
recently cancelled negotia- 
tions, hinted It may expro- 
priate Inco’s Voisey's Bay 
rights and said it eouM allow 
another mining group to 
develop the propaty. 


Inco plays down sugges- 
tions that the province 
would follow through on its 
threat. The company is 
clearly frustrated by New- 
foundland's rigid stance, but 
officials say they can afford 
to play the province's high 
stakes game of chicken. 

"Life goes on at Inco. We 
will wait until we can make 
an economic deal [at Vois- 
ey’s Bay]," says Mr Hand. 

Inco appears to be suffer- 
ing from a legacy of poorly 
negotiated deals signed by 
former provincial officials. 
Under one deal. Newfound' 
land has been forced to sell, 
electricity to Quebec at 
prices far below market 
rates. 

M r Tobin insists the 
troubled province will 
not sign a poor deal 
again. And in the case of 
Voisey’s Bay, that means 
creating as many jobs as 
possible in the province, 
which is reeling from an 18 
per cent unemployment rate. 

It is not dear how Inco 
can move the process for- 
ward. The company has 
launched a media blitz to 
publicise its position and has 
said that while it would like 
to resume talks with the pro- 
vincial government without 
conditions, it will turn its 
attention to other projects 
given the lack of progress in 
Newfoundland. 


Some observers believe the 
company, may be forced to 
wait until after the next pro- 
vincial elections, which 
must be called sometime 
within the next 2ft years. : 

In the meantime, Inco Is 
taking steps to help itself out 
of a deep hole, through cost 
cutting. Lay-offs and expand- 
ing production at other sites. 

Amy Gassman. a Goldman 
Sach's analyst, says Inco 
appears to be positioning 
itself to operate without 
Voisey’s Bay for the next 
couple of years. 

Yet, some analysts have 
speculated that the company 
could become a takeover tar- 
get. The weakness of the 
Onadian dollar and the 
company’s C$2.5bn market 1 
capitalisation, down from 
C$7.8bn last year, have prob- 
ably raised a few eyebrows 
within the mining commu- 
nity. 

Michael Sopko, Inco chief 
executive, acknowledges 
that a number of rivals must 
have considered making a 
bid. But none, he says, have 
approached taco. 

The uncertainty over 
nickel supply and prices 
have probably made compet- 
itors cautious. More likely is 
the tact that Inco's difficul- 
ties in Newfoundland have 
provided It with a degree of 
protection from a takeover. 

Another scenario would 
see Inco strike a deal with 



Fako abridge either to merge 
or co-operate at Voisey's 
Bay, However, current dis- 
cussions between the two 
Canadian groups to share 
facilities in Ontario have not 
been expanded to include. 
Voisey’s Bay, says Mr Hand. 

Inco says it can wait until 
the Newfoundland govern- 


ment is willing to be more 
flexible, while the province 
insists it can afford to wait 
longer than the company. 

The company has suffered 
through two difficult years 
. and given the current stale- 
mate in Newfoundland, com- 
pany officials are hunkering 
down for a couple more. 
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(Prices tan AmitoaMttd Mem TmMni 

:« 


SaB 

Dey*» 


Open 


Sett De/» 



Ofa 


Salt • 

nqra 



ftwe 


sea iMjft 

Ofa 

> 

■ airemnw. oo? piritt s m unt . 


prire cfcuge Mgn 

•rear 

W tt 


prior fatap.ifi® 

(ere 

M 

M 


price faege Nfti 

lm 

M M 


Price dwope HgO lm M 

W 

« 




fa 

2863 

- 2855 

2942 

77 727 

Sip 

7125 -6® 71® 

7135 

7 

1® 

Aft 

1048 

+2 

1052 

1040 1398 24322 

ft 

80375+1.1® 866® 567® 1702 

3712 

ft 


Cash 

3 fata 

Oct 

2867 

-62 2869 

28X8 

2® 11379 

Mr 

7X9 -675 7435 

73® 

178 

3347 

Deo 

10® 

+2 

1085 

1070 £738 49782 

Oct 

6079+15® 668® 56073 £381 

*£484 


(fan 

13097-105 

1332-33 

Dec 

2897 

-ai 2897 

2862 22325 1113k 

Jan 

7550 -6® 7670 

7625 

77 

1771 

Mir 

11® 

+3 

11M 

1095 

453 4Z32D 

Dao 

62.725 +1.350 B2875 61.123 £BX 

16*38 


PMm 

13027-03 

1323-235 

Fak 

291.0 

- 2917 

2905 

378 13.729 

■re 

77.40 -0® 76® 

7735 

58 

1,118 

Mft 

1122 

+3 

no 

1123 

18 14^4® 

U 

63750+1.1® BOW 923® 791 

-HOT 


Ngh/tow 


134471327 

ft 

2937 

_ — 


423 £563 

■ft 

7935 -675 06® 

7925 

IX 

894 

M 

1139 

+4 

1142 

11® 

252 8729 

Apr 

SX375+17® 05700 84.1® 294 

5.189 


AM OfficfU 

13105-117 

1334-35 

Jm 

2957 

- 2957 

29X0 

2® 13743 

TaM 



444 

7*0 

sep 

11® 

+4 

11® 

1148 

387 26.163 

Jan 

6X39+07® 6X525 827® 303 

1.4® 

\ 

Karfi efa 


1326-27 

TaM 




2£M1 19*754 

■ WHEAT CBT (STOOkr aft cwftriDM taafacS 


TOM 





537917X88 

TDM 

1£ 8*7 

aaw 


Open tat 

Total dfa Panov 

294715 

101748 


■ PLXTWM NYMEX <50 Tray m; Sfay otl 

fa» 

25835 -435 283® : 

257® 

5717 33393 

■ COCOA CSCE 00 fa Monw* 


■ LEAN MB OE (4£®0fa; cmtafM) 



■ magma allot s par tonga 

O0K 1145-50 1175-70 

PraftNS 1141-43 1165-67 

H0MOB 110571165 

Mi QHcM 1147-18 1175-60 

fab dm 1165-70 

Open tat 7JK0 

Total daiy tmn 3324 

■ IBM) tt por tonne) 

Owe 5385-65 547-8 

farinus 548-9 552-3 

Mgbflow 551/5*3 

AH Oflkfcl 537-38 5445-5.0 

fab dose 545-6 

Open W. 38,701 

Total My burner 12.141 

■ MCIB.P per team) 


CkJSB 
fartm 
WflWtow 
AH Official 
fab dm 
Open tot 
Tool Paly him 


4015-25 4080-90 

4035-40 4105-10 

4 0 30 09 90 
3955-60 *025-30 

4040-50 

54.318 

21371 


Jen 3703 +44 3715 366.0 51 920 

Apr 3709 +44 - - - 22 

Jd 3708 +44 - - 14 18 

Total 1787 8514 

■ PAUADWW 8YMEX POD Troy at; Vtn? 0E) 

Sap 27930 -2.40 282.00 277 00 236 2,178 

Dec 27X30 -ISO 274 50 269.00 100 1369 

far 26030 -1.90 24 

Total 338 3JH9 

■ mm aa«g.roitofg; (maw ou 

5«p 507.0 -4 0 5124 5040 5.667 37.008 

Dec 511.0 -4 0 5165 5080 1712 ZBJ09 

Jm 5125 -40 - - - 30 

far 51X1 -41 5185 5120 122 BJJ46 

May 5147 -42 - - 6 1.708 

JM 5167 -4.4 5190 519.0 13 2530 

TPM 7,459 83758 

ENERGY 

■ CflUPE OHHYMEX I'TOQ trends. «anri) 

latest Day'i Open 


M mis per tomto 

Ctore 

5780-90 

5650-60 

Prewac 

5780-70 

5660-70 

ngUtow 



AM omrad 

5805-15 

5670-80 

Kertj ctore 


5610-15 

Open tat 

15739 


Total bbj mam 

3.961 


■ ZHC. epecU Hah faft (5 per tonw 

Ckwe 

1021 -a 

10*2-43 

Prewu* 

1018-185 

1038-385 

Hgtatar 


104771033 

AM OfAcU 

1017-18 

1039-40 

Keft dose 


1044-45 

CM" « 

86734 


Total tbhf tmattf 

23765 


■ ooftei. refa a a pre 


Dree 

1603-04 

1624-245 

fawns 

1803-035 

1623-24 

HgbflcM 


164071616 

am Offlari 

1604 5-050 

16245-250 

me am 


1621-22 

Open tat. 

1 68.405 


Total tmarer 

5526B 


■ LME Ml OtOeM t» fae 171® 


UE Ooetag VS rate 17178 


ftot IfifSTSBtaZ 15088 Grafs 16016 9 mlc 15949 

■ ttmouic com (coex) 


Saa Dirt 


Own 

price dnnge Woo far 

W We 

Aag 7220 -6® 

72® 7250 

265 1712 

fa 72.90 -650 

739S 7220 

3.7S9 23552 

Oct 7115 -09 

7135 TWO 

15 £393 

Hov 73® -0.40 

7140 72.® 

16 1.627 

Dee 7375 -645 

7430 72® 

1.556 15576 

Jm 7X75 -a® 

7350 73® 

1 VB62 

run 


£823 82^11 

PRECIOUS METALS 


■ UTOCII BOUIOta MAMET 


Wen an*® tar n u 

MfcSCfM) 



Lear 1M tat 
1X06 41635 58.61* 
1336 23701 109.1k 
13 70 4253 39779 
1400 4729 51.737 
14.X 689 32774 

1452 414 17783 

8X07499778 


Sap 1377 -0.13 1325 1X06 41735 5871* 

Od 1X39 -008 1X5* 1356 2X301 109.1k 

Hov 13.76 -003 1374 1370 4253 39779 

Dec 1404 -flO* 1413 1400 4.729 51.737 

Jin 14 35 - 1477 14.X 689 32774 

Tab 1475 -0.0* 1458 1452 414 17783 

TaM 81727499778 

■ quae 04 ire es/huna 

6pn Daft Open 

price etwee IU Lia H M 

Oct 1X20 -008 1237 13.16 14725 91254 

Hot 1253 -004 1267 1253 2452 2X004 

Dec 1281 -007 1292 1280 1775 38.717 

Jm 1303 -00* 13.10 1300 112 28716 

Tab 13X +075 13 X 1X20 1X 10723 

Mar 1145 +4102 1X51 13*1 1.524 11725 

Total ah oh 

m KEATW6 oa. unaa 1*2000 os &ats. &us pen 

Latest Bar's Opan 

price ebanga Ugh low IM tat 

Sap 34 70 -025 35.10 34.55 9.721 X755 

OR 3590 -040 3675 3570 6583 35.755 

HO* 3755 -025 37.® 37.45 1001 17777 

Dee 3920 -020 X40 3900 1749 24.547 

Jan 40.45 -020 4070 4070 2235 2*862 

M 41.45 -OIO 41.60 4170 6*2 14718 

Total 28721201783 

■ SASCUPSfrtomw 

SM Day's Opan 



pfte 

faege Hlgb Lm 

VU W 

fa 

IK® 

-1 X 1®25 10450 

£243 34.643 

Od 

110® 

-1® 111.® 10950 

4.395 2X313 

KH 

114-25 

-025 114.75 T1XM 

326 15,410 

Dec 

117.75 

-09 116 SO 11725 

*7 38,033 

Jm 

1 20.75 

-0.50 121 oa 120 sa 

1« 13744 

Feb 

12125 

-050 12470 123® 

1® 10531 

TeM 



1£*®1 81782 

■ MATUBAL CAS K (1500 Dins pan Hr ton) 

5ft 

1119+009 112® 11.1® 

75 1320 

oa 

11.840 +0720 117® 11.630 

IX 3750 

Total 



82S S m 


BoWTOTtf S|« Ee» Sfremr 

Bom 28508-3550 

OpeetaB 28«0KB81O 

Moreno ft 284.40 17US7 «?«5 

Wtoraoqn B* 28425 176.19 428 51 

DW9Mp 3535-23565 

[ays lor I841W3445 

Pintail doe 3U82B4X 

Laea Uta Man GoM lend® Rates W USS 

1 swnBi 502 6 monas 427 

Sfata 489 I? rafts 4JI 

3 BSftflB 771 

ffitwar At pftbjf re. US QS am. 

Spot 31772 51270 


130 Goods 170 

- - 2.70 12 mertfts ,.155 

250 

S nice £ tout*. 
284.288 176-178 

86-70 41-43 


■attbal cm met nxooo i 

Ufa Day* 
prica donga Kgfa 

Ip 17® -0761 2.040 

i £005 -0758 £060 

I* £240 -0045 22® 

at £480 4045 £530 

n 2580-00*5 2625 
lb £505 -0 035 2540 


lM M M 
17® *8,825 48770 
1.380 77.158 3770 
£210 4.W8 26,7*0 
£460 4208 27205 
£560 £743 26.129 
2495 1 776 17263 
HS7E78L144 


■ weineft BASOUK 

HVMB IgJQO US c/US gflsj 


2 norths 

3 euntbs — 

add Cobs 
Krugerrand 



Ufa 

Pftl 




Open 


Price 

itbiiiigi 

ifigfi 

Lm 

Wri 

tat 

ftp 

41 65 

-077 

4£® 

41® 

11725 

36707 

Oct 

4135 

-046 

4£W 

41® 

57® 

2X962 

m 

<1,80 

-0® 

4225 

4i e 

1.097 

5,532 

Dec 

4X45 

-034 

4£70 

<2*0 

633' 

7,111 

Jm 

41® 

-024 

- 

- 

155 

1504 

Feb 

4424 

- 

- 

- 

9 

1709 

TeM 





HOT 

88759 


far 29050 -3,75 29570 289.75 £724 19,555 

■>} 298.® -470 30270 29870 235 3J819 

M 30870 -4.75 31270 30770 78T 7j071 

Sap 31770 -450 31770 31670 15 336 

ftM 24754 127711 

■ BAmcwftonoiMBta;c»ftattbMM| 

Sep 20829 +025 20950 20625 11/405 05747 

Dae 21625 +075 21675 21670 28708184734 

far 230.75 +050 231® 22870 £175 44718 

fay 23870 +070 23870 235.25 730 15,072 

M 243.75 +070 24470 241® 1792 1978 

Sap 247J5 +070 247.75 24670 28 2745 

ratal <X*7J 320787 

■ BABLEY LfTE (100 tomes; 2 per taem} 

Sip 6025 -075 59 

Mo* 7270 -075 72.75 72.75 35 855 

.tan 74.40 -On 75.15 7475 10 378 

Mr 7625 -075 85 

fay 77.25 -075 23 

TMd 84 1,378 

■ SOYABtAia C8T fror-ae rate cwtettte bettri 

M 56025 +£75 50970 55075 9® 1,141 

Star 541.75 +£70 54X25 53870 4.477 17.4® 

Ha* 53870 -£® 541.75 53470 27.481 fl£Z71 

Jm 54625 -225 548® 54470 1.169 1&449 

far 55825 -£75 55870 55470 859 12.101 

Nay 55470 -470 586.® 563.00 458 3789 

TOM 3*123 1427® 

■ SOT ABEAM 06 CUT pi.DOOba ca tartfl 

Aag 24.15 +007 24.13 2X55 1,1® 834 

Sap 2421 +0.04 2427 2X90 1954 27721 

Od 24.31 +072 2425 2402 £194 17780 

Bee 2474 +078 24.58 24.16 7.671 *5767 

Jn 2484 +011 2474 2428 795 6/07 

Mar 2473 +015 24.75 2*28 499 82*3 

Uriel l£MJ 114,138 

■ SOTAMAH MEAJ. C8T fl® tons Step 

AM 1367 +17 1387 1365 1, 417 1754 

Sap 137.0 -02 1377 135-7 7733 22796 

Oct 1X4 -08 1372 1X2 2795 20469 

Dtc 1369 -1.1 1405 137.7 8734 82723 

Jm 1407 -12 1427 1*00 645 11201 

far 1442 -1.7 1452 144.1 881 £789 

TaM 262821377® 

■ POTATOES UFF6 (2Q Saass £ per toanet 

KM 807 - 3 

far 1150 - 

Apr 1707 +17 1717 1707 X 2218 

fay I860 +17 - - - X 

Jm 1900 +1.0 - - - 

TaM a 2218 

■ HBem-gSTBOimSIlMadapcWl 

Am 790 - 794 790 3 245 

Od 885 -10 90S US 5 468 

far 945 - - - - 401 

Apr 975 - - - - 2® 

Jri 865 - - - - XO 

TPM 9 1J9I 

Once Pm 
WR ns 784 


PULP AND PAPER 

■ PDU®(0MUUUS£a4alHryBna 

Ml Day'i QpM 

price cttangi ffigb torn IM M 
S«p 419 M +270 *1970 41970 10 372 

Dec 451.75 - 229 

Total 10 877 

fOTURES DATA 

Air fans an sappaut ft CMS. 


Tea iram the Tm Broken 1 A ao ei afion 
Mnmbnea Pair end more mlecttve 
demand Brighter BPI’a were kregderiy 
eaater. Medians and kwrre Madurai went 
aiso Irregubr but firm. Neither plainer sola 
am firm but poor leaf types were easier. 
Brighur PFVa deeftnd by 10-26 cons and 
sometknes mem. Medtomi were firm. A 
Tew selected brighter lower maefiume sorts 
were much dearer with other* firm to 
dearer. Neater planer aOrtt fiOki at wound 
fat towla. Seiectod tie* of Mirier « 
mnfium P Qusei ind Dual la *1 tar re d 
fawamiat gains wati ottiaa irragutar but 
firm. Plainer d eener sorts deefined by up 


Dbb 15® -3 15® 1554 7212 X279 

far 15® -3 18® IBM 725 14237 

fay 1S22 -3 1629 1629 65 67® 

Jd 1648 -3 1656 18® - 1,748 

ftp 1874 -3 1680 1660 BO 1/87 

TaM 15242 72212 

■ COCOA (CC0) {SOHVawrt 

A® 17 Me* Plw. day 

Oat 126635 124877 

■ COFFEE UffE (5 tomes; SflnBBa) 

S«p 1635 +27 1639 1608 985 142® 

Mr 15® +01 15® 15® 22® 14.722 

Jaa 15® +01 15® 1540 584 2222 

far 1548 +34 15S2 1538 54 12X 

fay 15*3 +34 1549 1545 6 282 

Jal 1543 +34 - S3 

TaM 32® 54J73 

■ 0WTEE V CSCt 0720mB; caiMTH) 

Sre 11630 +525 116® 11270 3275 8273 
Die 113® +225 11425 11070 5,124 12233 

far 111.® +1.40 11725 11025 656 5210 

May 11275 +1.® 11225 11170 1® £433 

M 11225 +1.® 1132S 11270 29 1.1® 

Sep 11475 +12 114M 11470 ' 13 1,478 

TbM 65® 282(8 

■ MggTOjJSMfageag 

Aag 17 Aw. day 

Comp, dafly 9679 97.74 

15 day m nw 10224 10224 

■ \aBTTESaCAH LHt (50 toeaeg Sfand 

M £47£ -1.4 2462 2472 1267 19222 

Me 2468 -13 2461 247 2 212 7,1® 

far 2507 -07 2517 2500 565 S.136 

fay 2543 -12 2557 254.8 21 1728 

2563 -12 - - - 1307 

Oct 23TB -13 - - - 883 

ToM 23® 387® 

£tW«jrCTgplggWfiKafaP®g 

War 612 -074 £14 £14 « £065 

Od 658 -071 BJ83 6 » 6943 861® 

far 692 -073 6® 871 1,336 41/J00 

fay 696 -079 0 01 690 327 7.234 

Jd 692 -073 874 873 127 £342 

0d 977 -004 8.12 9® 456 7,183 

am nsaemjoa 

■ ccnofi tntt pojoDfci; tmm 

Od 74.18 -1® 7570 74.10 17® 4710 

Dte 7376 -0.81 7470 7X65 BflB 35.TG7 

far 7X41 -684 7475 7370 2743 18,125 

fay 7X69 -691 7*70 7X55 358 £324 

Jd 74.10 -075 74.70 7475 245 4,735 

TaM 12744 KfiOS 

■ OBAIWE JtaCg NYC6 p£isa?ce; cafatod 

Sip 11270 +170 11270 11170 £000 13^84 

M* 11650 +170 11670 11570 £500 £720 

Jtt 11691 +6® 119® 11870 52S 37® 

Mar 12X50 +075 12X25 12650 i«7 17 ® 

May 12650 +695 12470 12470 10 080 

Jd 12870 +6® 12650 12650 Z7B Z78 

IBM SJSS 2£5B1 


VOUME DATA 

OpH Wnri and VBhim dn dawn br eareieta 
fated « C0MEX HTMBt C8T. NKE. (ME, CSCE 
ail K Gnda 01 an m day ta aim VHom 6 
Open tabmritotdt «e (oral traftd mu n te. 


INDICES 

■ Be fa ll (fac 18W3I - 10B 

Tag II Arp IT neafli year ago 

152X3 15268 1544.9 18827 

■ OB ftfaaa Pa» 1967 a IQffi 

Aag 17 A® M taodh ago far aga 

20275 202® 

■ 080 9pd tBrea: 1970 - 100) 

A® 17 Aap 14- taodh v far ago 

14X15 14278 15035 199® 

LMfi WMtBtBHE STOOS para? 


MwmiMiii 

-775 

ta 

490OT 

Atattfafay 

-20 

to 

70540 

ftepr 

+£3® 

ta 

273225 

LM 

+£175 

■ 

115.726 

Mew 

e« 

■ 

80558 

Zee 

+£0® 

ta 

371,08 

71s 

+155 

u 

8520 


Dec 437® +6425 437® 42200 1,352 £791 

Ml 48750+61® 46.900 457® 821 £7B» 

Apr 46S0+62® 46725 *6000 73 7B4 

JM 54725+6025 S47® 547® 51 3® 

Jd 54700-64® 55700 54700 5 115 

AM £155 30770 

■ PW«OTIJBC«l4£OOOBa;canteHiri 

Aag 76900+27® 717® BBT® 215 7® 

M ® 575+17® 567® 5X8® ®0 £913 

■* 987® +1.9® 56.8® 547® 18 X 

AM 1,133 £MB 


LONDON TRADED OPTIONS 

SMn price I fane -Cdta- — Pan— 
■ AUMMUM 

(967WUE U Jn OB Jn 

. 12® 78 111 9 18 

13® 44 77 24 31 

13® 21 a 51 53 


(fade ft LME 0d 

15®. - IX 

16® 63 

17® 24 

■ COfflEEUffE Sap 

15® 88 

15® — 38 

1850 4 

■ COCOA LITE a* 

10® 5 

1075 1 

11 ® 1 

■ MBIT CRUDE PE 0d 

12 ® ■ 

12® X 

13® - 


Jn Od Jn 

154 15 a 

94 48 71 

52 1® 127 

Mi Sep Mw 

82 1 37 

56 3 61 

37 18 92 

Dec Sep Dec 

56 7 X 

43 27 38 

32 52 52 

Aw Oct Mar 

40 

84 


LONDON SPOT MARKETS 

■ cai«EaLR»iperfattfi +w 

Hubei 51 IBM 75 -6335 

Brad Band (Mad) S11.B5-1.fll -61® 

Bred But peg 312.15-271 -620S 

W.T.L Si 130-3.32X -022 

■ OR.noOOC1S MEpnnptdeftwy OF (tana) 


Pifakm Bettfa 
Gas 08 
Henry Fuel a 


8154-157 

8102-103 -T 

SSI -82 +65 

SI 23-125 -17 

8119-121 +27 

8111-112 


■ KATBHAL 6AS (fbaedfim* . 

Bacon (Sam 11,10-1 ?£0 +4UKS- 

Hta Aqet M lataw firry m ms 


■ am 

6oU (pre trey n)} 

129525 

+070 

Stare Qnr kqr ofift 

51£0Qc 

-t® 

ItaBan fa trey ol] 

*307.® 

+2® 

Pdedhia) (per Icy ol) 

. $27970 . 

•1® . 

Otata* 

78® 


Lewi (US predj 

4570c 


Tin IKuab Lunya) 

2X02r 


Hr 04ee> Tort) 

27X5 


QS* (fire fag® 

®70p 

■077* 

Stmptave weHM 

9X4Sp . 

■1478* 

Pigs Jtt weftffit 

42J6p ' 

■X7B- 

Lm day aaoer (ml 

coaoo 

+0® 

u». *y wfaftta) 

P?BWI 

*1.19 

ftrisytEng. treffi 

UBJ 


kUze (US MJ3 TMm) 

9109® 


MM fJS Daric Hortfi. 

unq 


HuDUer (taffiV 

«£00p 

■023 

MO® flaflP 

4£50p 

■023 

nrebre pLRSSNoi] 

28770B1 

-£50 

Cocawt n (ftfifi 
fan « outfajS . . 

67£0y 

03X0 

+207 

OMiPBttl 

' S41O0J 

+107' 

Sojfttaeafa 

1547y 


CotkW CMMM' Mb . 

6825 


VWttpe (M Sugeri 

3®p 




CROSSWORD 

’ No.9 j'&i'.'Set' by" CMPHILE ' 



B has the same meaning wherever it occurs in the 
clues . 


Eproaentai«nfa! 
* ■ Unfa MM* t a 
Mtafafi fan asm 

3310 fa. or. Haifa 


l 1 Sop. filiwu tfad. i 


ACROSS 

1 B where Greek character 
meets Italian painterfs) (8) 

S Your tailless rodents relat-. 

ing to a glandular organ tfi) 
9 Doctor oE carpets backing B 
with bridge (8) 

10 Out of body body In fast 
rallies (Q 

11 B for man and bo; In 10, 
possibly (3,5) 

12 Saint breaks pen in cafe (6) 

14 French saint bolding mon- 
arch takes part of Venus - 
it’s her business -(6,4) 

15 Dentistry’s applied only to 

good characters (IQ) 

22 Your actual B, with abbey 

m 

23 B that applies black stuff to 

island? (8) ■ ■ ■ 

24 One spring seems to be 
teembw(6) 

25 B has back lines between 
die two (8) 

26 Tom’ actual B where lances 
were broken (6) 

27 Bforappte® 

■ DOWN 

1 Vegetable without arrrmge- 
ment needs money (6) 

2 CtsepblUfs a kmg ttme at 
the pictores (6) 

' 8 Arrival of liquid that’s 
■ rather inferior- and 
degraded (6) 

4 Are not outwardly friendly 

. In foe stylt of ttifi Previous 

generation? GO) - 


O Your actual B has hurt 
Inside (8) 

7 B for revolutionary, not 

. mercenary? (8) 

8 B for selective hi Hug done 
badly (8) 

13 Fresh ground the foolish 
were inadequately supplied 
with? (6, 4) 

15 Senior officers give spinner 
moo^y 

16 Simple instrument for 

. bringing letters to the Cape 

(4,4) 

17 Topless ■ Spaniard’s 
acknowledgment of rast 

- ■ woman of mythology (R) 

19 Said to be on good tarns 
with garden city (6) 

20 Schemer generally has to 
come out (6) 

21 Song of insect over the bor- 

- der (6) 

Solution 0,763 


m a g B Q B 0 g m ! 

Q ™ BBa nu| 

niaiaBrananns 0 Dgm| 

□□□ID 0J|0OO01iai3D 

M 13 u Q n m n 

anannBnpimn”n u 
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LONDON STOCK EXCHANGE 


Bid hopes help Footsie to biggest points gain 


MARKET REPORT 


By Steve Thompson, 

UK Stack Market Editor 


London's equity market took 
its recovery process a sub- 
stantial stage further yester- 
day, posting Its biggest -ever 
points gain and rising &3 per 
cent 

It responded to a much 
better performance by inter- 
national stock marke ts com- 
plemented by encouraging 
domestic economic news. 

Adding a further bullish 
touch to the day’s proceed- 
ings was another flurry of 
takeover news, this time in 


the insurance arena, which 
helped to revive confidence 
in the financial stocks. 

This sector has been 
among the worst affected by 
the second wave of Asian 
turmoil and the crisis in 
Russia that culminated in 
Monday’s effective devalua- 
tion of the rouble and the 
90-day moratorium on debt 
repayment. 

And there woe strong sus- 
picions that another big 
takeover was being lined up. 
"If the rumoured bid does 
not materialise then we 
could be in a spot of bother, 
but there was most defi- 
nitely some crazy buying in 


the future. The shorts have 
been carried out feet first 
today,” said one weary mar- 
ketmaker. 

The FTSE 100 ended with 
its best-evar performance in 
paints terms, although only 
the ninth-biggest in percent- 
age terms. Jt rose 181.0 or 3.3 
per cent to 5,648.1. extending 
the rally over the past three 
sessions to 248.7 or 4.6 per 
cent. 

The strength of the lead- 
ing lights did not follow 
through into the rest of the 
market, however. 

The FTSE 250 managed to 
record a rather meagre gain 
of 22.6 to 5,159.2. burdened. 


according to dealers, by a 
disappointing showing by 
many of the consumer/ 
leisure stocks and especially' 
by Thistle Hotels. 

There was no relief, either, 
for the FTSE SmallCap 
index, which struggled 
throughout the session, with 
an early minor gain quickly 
erased. That index settled a 
net L6 off at 2^19.7. 

Footsie constituents were 
np and running from the 
outset, an early brisk trot 
giving way to a full blooded 
gallop taking the index back 
through the 5*500 level and, 
after Wall Street opened 


through 5,600. Wall Street’s 
Monday showing - the Dow 
Jones Industrial Average 
rose 149 points - and the 
reassuring performances of 
most far eastern markets 
were behind the initial 
surge. 

And there was good news 
on the economic front with 
the July Inflation report 
broadly in line with the con- 
sensus and ♦airing' more of 
the heat out of the domestic 
interest rate debate. 

Those numbers provided 
more upside impetus which 
drove the Footsie up to a ses- 
sion high of 5^90.2. up EZIO. 


Drugs 
lifted by 
Roche 

roMPANIESRH*pRT 
By Peter John and Jod KSbazo 

Hints by Roche, the Swiss 
pharmaceuticals company, 
that it was back on the 
acquisition trail sent the UK 
sector leaders sharply higher 
yesterday. 

At a company results pre- 
sentation to analysts late on 
Monday, chief financial offi- 
cer Henri Meier said Roche 
wanted to become one of the 
world’s tqp three drugs com- 
panies. 

The comment, made dur- 
ing a conference nail, imme- 
diately alerted IJK sector 
specialists to the prospect of 
further consolidation. 

And attempts by Roche 
yesterday to backtrack were 
not sufficient to dampen 
renewed enthusiasm for 
Zeneca, Glaxo Wellcome and 
Sm Whining Beecham. 

Zeneca has long been con- 
sidered a suitable partner for 
Roche and the shares moved 
forward 128 to £23.40. 

Glaxo and SmithKline 
failed to complete a deal at 
the start of the year and are 
both considered to be keen 
to do a deal 

Newspapers in the UK and 
Japan published reports 
reviving old takeover specu- 
lation and one report led to 
the suspension of Glaxo 
shares in Tokyo. 


There was also strong sup- 
port for the stocks in the US 
as investors embarked on a 
flight to quality. Glaxo rose 
62 to £19.70 and SmithKline 
40 Vj to 733'Ap. 

Plans by Thistle to sell 30 
hotels and return cash to 
shareholders failed to 
impress the market and 
instead sent the shares 
plunging as a dark cloud 
descended over the hotels 
sector. 

The disposal was 
announced late on Monday 
after Thistle said it had bro- 
ken off merger talks with a 
potential bidder, believed to 
have been Nomura Interna- 
tional. 


One analyst said; “This is 
bad news for Brierley Invest- 
ments [which holds a 46 par 
cent stake in Thistle]. It has 
indicated it wishes to sell 
assets, yet it cannot find a 
buyer, which is not a good 
sign especially for wbat is a 
mixed portfolio of hotels.” 

Brokers had expected a bid 
price around the lBOp-a- 
share mark, but yesterday 
the shares tumbled 48 or 22 J2 
per cent to 168p, the worst 
performer in the- FTSE 250. 
Volume was 9.5m. 

The news from Thistle 
cast a shadow over the sec- 
tor as a whole as dealers 
focused on the poor pros- 
pects for next year. One spe- 


with all guns blazing, in mid-morning. 

Best and worst performing FTSE sectors 

UtoAsutronce 

won 

ttatoOat 

9 (an 

7400 4U a 

2600 

[U A. 


Tim n A / .1 f.r 

L 2500 

... N\ J ii Am 

J|L_ 2450 

-n. U V V 

\ 2400 

6400, ■ r 

V 

' 2333 


Thereafter. bouts of minor 
profit-taking were countered 
by fresh buying, much of it 
triggered by takeover specu- 
lation. before the late surge 
of future-inspired buying- 

Dealers said they expected 
more consolidation in the 
insurance arena, a factor 
behind the strength of other 
general insurance constitu- 
ents in the Footsie, such as 
Norwich Union. Legal & 
General ami Prudential, as 
well as the composites. 

Turnover in equities 
reached 925m shares by 6pm. 
although that figure 
included 1 12m Walker 
Greenbank. 
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1 STOCK MARKET TRADING DATA 
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dalist said: “The Thistle sit- 
uation has intensified the 
reluctance of investors to 
buy hotel stocks ahead of 
what many expect to be a 
poor year in 1999.” 

In the rest of the industry, 
Stakis eased 3 to lOiVip, 
while Millennium & Cop- 
thome fell 2V, to 4S0p. 
Queens Moat was lVi lighter 
at 26‘Ap, but the strong mar- 
ket trend helped gniriinp and 
hotels group Ladbroke to 
escape the slide. The shares 
ended 3 up at 263p. 

A surprise bid in the Insur- 
ance sector ignited life 
stocks yesterday as analysts 
looked for further activity. 

London & Manchester 
jumped 91% to GOOp after an 
agreed 600p-a-share offer 
from Friends Provident That 
valued it at £744m. 

Provident said the offer, 
which represented a pre- 
mium of 18 per cent over 
L&&TS dosing price on Mon- 
day, would deliver consider- 
able benefits including a 
stronger position in the cor- 
porate pensions market 

Some analysts were scepti- 
cal about the valuation, 
arguing that tt was a pound 
too high. But they added 
that, at the very least, an 
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‘EVER WISH YOUR MANAGERS UNDERSTOOD 
THE LATEST MANAGEMENT TRENDS AND COULD 
APPLY THEM EFFECTIVELY?’ 


all-cash bid by an unquoted 
company would leave insti- 
tutional shareholders 
looking for a new home for 
their funds. At best it could 
presage more corporate 
activity. 

Norwich Union was a ben- 
eficiary' on both fronts and 
closed 35 better at 460p. 

Woolwich started flat after 
earlier buying pressure evap- 
orated. The bank said it 
bought back 600,000 shares 
at 32258p per share on Mon- 
day but the shares ulti- 
mately rose with the market 
to dose 5 higher at 332p. 

Reed note 

Reed International fell 
sharply in early dealing after 
Schraders published a hefty 
note which said the stock 
could drop as low as 440p. 

The investment bank 
moved its stance to “sell” 
from. “hold". It says the 
stock is expensive given 
above-average exposure to 
advertising and even at a 
downside target . of 44Qp does 
not look cheap against 
media counterparts. 

Schraders added that the 
company's current manage- 
ment shake-up would be a 
long process hut ultimately 
support the shares. It high- 
lighted increasing pricing 
and competitive pressures 
within Reed's franchise bad- 
nesses. The broker said com- 
pound earnings growth over 
the years 1997 to 2000 would 
be only 6 per cent 

Renters was picked out for 
comparison. Schraders said 


Reed was more expensive, 
was growing more slowly 
and was more cyclical than 
Renters. By the dose. Reed 
was off 9 at 5I4p and Reuters 
was up 18 at 60Bp. 

A downgrade by HSBC 
Securities pushed WPP 
down 6 to 395p. The broker 
cut its rating on the stock 
from "buy” to “hold”. It said 
that following 33 per cent 
q ntp ff f n nnani^ against the 
broad market over the past 
12 months, the stock was 
highly exposed to a macro- 
economic downturn. HSBC 
also shaved its 1999 profit 
forecast to £237m from 
£240m. 

Takeover speculation and 
broker reports helped 
National Power move for- 
ward 27 to 580p. The genera- 
tor is seen as an ideal candi- 
date for a consortium of 
financial and trade buyers. 
Nomura and IBJ have both 
been suggested as possible 
members who could be 
backed by one or more Euro- 
pean utilities. 

P anmn rg Gordon says: 
“Our dividend discount valu- 
ation is about 650p. while a 
take-out valuation of £R5bn 
equates to 685p.” 

Imperial Tobacco foil 8% 
to 549%p after Merrill Lynch . 
reduced its stance on the 
stock from "accumulate” to 
“neutral”. 

The broker says the stock 
is likely to remain attractive 
to investors, but could strag- 
gle to continue the outper- 
formance seen in the past 
two months, 

Merrill prefers BAT, which 
It raised to "buy” from 
“accumulate”. It says that, 
as the demerger, of the 
tobacco and financial ser- 
vices arms approaches, the 
market is Dkely to value the 
tobacco arm at more appro- 
priate multiples. BAT gained 
33’4 to 684V*p. 

Walker Greenbank, the 
wallcoverings group, was the 
most heavily traded stock 
after the company bought 
back 112m B shares at their 
nominal value of 35p. 
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No wishful thinking required. 

Business is changing fast And you're supposed to 
keep your managers updated on what is 
happening in management today - but you're 
even busier. 

So how can they keep up with the latest-thinking? 
How can you be sure that your organisation is 
building the brainpower today to prosper 
tomorrow? 

FT Mastering holds the key. Every month the 
Mastering Management Review brings together the 
most valuable and provocative new management 
thinking from leading business schools and expert 
practitioners. 

We also take a little time to explain the basics. And 
our website provides further reading and reference 
material for those who want more depth. 

Are you ready to improve the chances of your 
company's success? 

Key Benefits 

• monthly update 

• accessible and flexible 

• relevant and timely 

• editorially filtered 

• selection of the best schools 
■ theory and practice mix 

• quality information 

• independent source 

• a product of the FT 


How does it work? 

Corporate subscriptions to the Mastering 
Management Review and website start from 
£950 and include a choice of electronic or 
printed delivery. Plus as a corporate 
subscriber you'd be entitled to additional 
benefits. 

To subscribe ring +44 (0)181 597 0181 or 

email subscribe @ f tmas t e rin9.c0m. 


r. 



FT MASTERING 

WWW.FnUSTERINe.COM 

+44(0)1815970181 
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Rock-well Science Center is developing 
novel semiconductor materials for 
high-efficiency microwave amplifiers. 
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Strong global recovery fails to hide crises 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


The strength of Wall Street, 
and tbs absence of any fresh 
bad news from Asia or Rus- 
sia allowed global markets 
to have one of their best 
days for several weeks, 
unites Philip Coggan. 

The Dow Jones Industrial 
Average had finished nearly 
ISO paints ahead on Monday 
and followed that rally with 
an early 100-point gain yes- 
terday. 

Traders seemed to decide 


that the testimony of Presi- 
dent Clinton to the grand 
jury and his speech on tele- 
vision. would not lead to his 
impeachment, however per- 
sonally embarrassing they 
might be. The markets were 
perhaps overdue a rally after 
the speed of the recent cor- 
rection. 

US economic statistics 
were also fairly supportive, 
with consumer inflation up 
1.7 per cent year-on-year in 
July and the trade deficit 
narrowing to $14~2bn. 


Asian markets saw some 
losses, but the Nikkei 22s 
average in Tokyo regained 
the 15200 level and only the 
Korean market took any sig- 
nificant punishment. The 
Malaysian prime minister 
said the government was 
considering supporting the 
equity market by buying 
shares, as the Hong Kong 
authorities did on Friday. 

European markets were 
evidently champing at the 
bit to have a gallop after sev- 
eral weeks of being 


depressed by events fn Asia 
and the declines on Wall 
Street. The leading markets 
in France and Germany were 
hath 3 per cent higher, and 
there were even bigger rises 
in Athens, Helsinki and 
Stockholm. 

But there were signs the 
problems that had troubled 
investors in recent weeks 
had not gone away. The Rus- 
sian stock market, which 
stood up well in the face of 
Monday's de facto devalua- 
tion, fell another 9 per cent. 


while Russian foreign debt 
fell to new lows. 

Asia’s crisis still glowers 
in the background. "We an 
now into the second year of 
the financial crisis in emerg- 
ing markets without much 
prospect for an early resolu- 
tion," said David Folkerts- 
Landau of Deutsche Bank. 

“The economies of the cri- 
sis countries in Asia axe 
shrinking at 5 per cent in 
1998, and they will continue 
to shrink in 1999 In the 
absence of a more radical 


approach to their histori- 
cally unprecedented defct- 
overftang problem. 

“A failure by the <37 -to 
deal more decisively with 
the crisis at heat as wen as 
to implement the Institu- 
tional ra&Kius ne c e ss ar y to 
address the ' broader chal- 
lenges posed by the globali- 
sation of suggests 

that the recagftaHsaHan and 
restruc turing of the crisis 
couBtriet wffl he more prv>- 
tonged. disorderly and costly 
than ne ces s a r y," he 


Zloty provides 
haven in storm 







Dow rallies 
after Clinton 
confession 


Telecoms shares race higher 


EUROPE 


AMERICAS 


Wall Street picked, up where 
It left off an Monday with 
blue-chip and technology 
shares pushing higher in 
early trading, writes John 
Lobate in New York. 

Stocks rebounded from 
what many analysts consid- 
ered oversold positions fol- 
lowing President Clinton’s 
admission of an Inappropri- 
ate relationship with a for- 
mer White House intern, 
Monica Lewinsky. 

Analysts stressed that the 
market had already priced 
such revelations into share 
prices. 

By early afternoon, the 
Dow had gained 124.61 or 15 
per cent to 8,699.46. The 
broader Standard & Poor's 
500 index had a similar ly 
strong rise, up 15.92 to 
1,099.56. 

Advancing stocks beat 
dediners by more than 2 to l 
on the New York Stock 
Exchange. 

A handful of strong per- 
formers pushed the Dow 
upwards. A day after Hew- 
lett-Packard reported earn- 
ings, the stock lifted 6.7 per 
cent to $57%. Sears Roebuck, 
another leading Dow riser, 
gained $2% to $5l£ after 
Furman Sdz raised its rating 
cm the stock. 

Financial shares were also 
on the mend. American 
Express gained $3ft to $99flr. 
Better sentiment also spread 
to banking shares, sending 
the Philadelphia stock 
exchange's bank index up 
more than 2 per cent to 
797.54. Chase Manhattan 
rose $2# to 169ft. 

Earnings expectations 
helped push high-tech and 
small-company shares 
higher. The Nasdaq compos- 
ite rose 3656 or 2 per cent to 
1,854.40 while the Russell 
2,000 index was up 622 to 
410.88. 


Den Computer, which is 
expected to report earnings 
after the day's dose, gained 
S2& to $112%. Semiconductor 
industry leader Intel climbed 
$2»to$92V4 

A “buy“ rating by BT Alex 
Brown for Compaq Com- 
puter helped send the shares 
up more than 5 per cent to 
$38%. 

ADR shares of BAT Indus- 
tries rose $V. or more than 4 
per cent to $21% after Merrill 
Lynch raised the stock’s rat- 
ing to “buy.** 

TORONTO continued to 
push higher as investors 
tracked the early gains on 
Wall Street and a number of 
brokers turned positive on 
the heavyweight banking 
sector ahead of the results 


season. 

Leading banks rose 
strongly. The sector has 
been a weak market follow- 
ing a third-quarter profits 
warning earlier this month 
from Canadian Imperial 
Bank, but the buyers were 
out in farce yesterday morn- 
ing. 

Bank of Montreal jumped 
C$250 to C$8950 and Royal 
Bank of Canada rose by a 
simfiar amount to C$75.80. 
Bank of Nova Sco tia 
improved 85 cents to C$3326. 
The sector accounts for 25 
per cent of the 300 composite 
index which was 127.02 
higher at 653020 at noon. 

Elsewhere, the worldwide 
rally far telecoms shares got 
firmly behind Northern Tele- 
com, sending the shares 
C$355 ahead at C$82.65. BCE 
added 70 cents at C$5855. 

Among mainstream indus- 
rlals, Alcan Aluminium 
improved 55 cents to C$37. 15. 

Golds were largely left out 
of the morning’s excitement 
Barrick managed to improve 
10 cents to C$24.15 but 
Placer Dome ended the 
morning session all square 
at C$1555. 


Equities powered forward in 
PARIS after a wave of deriv- 
atrves-driven buying in thin , 
holiday -constrained markets 
sent the CAC 40 index up 
239.4 or 3.5 per cent to 
4,12325. 

France Telecom shared in 
the positive mood Infecting 
telecoms shares across 
Europe, adding FFr84 or 7.7 
per cent to FFt 476 in 
FFr969m turnover. “Every- 
one's rushing for non- 
cyclical growth stocks right 
now," said one broker. 

BNP jumped FFr2950 to 
FFr47950 and supermarkets 
group Carrefour surged 
FFr230 to FFr3,719. Electrical 
group Schneider, a weak 
market in recent months, 
rose FFr25 to FFr390 after a 
Paris broker turned positive 
an the shares. 

FRANKFURT advanced 
170.12 or 3a per cent to 
5,602.15 with the Xetra Dax 
index closing at its session 
high. Among the stronger 
performances, Adidas Salo- 
mon jumped DM1550 or 72 
per cent to DM22750 and 
SAP 52 per cent or DM5350 
to DM1204 Deutsche Tele- 
kom advanced DM3 to DM53. 

Banks were buoyant with 
Dresdner Bank adding 
DM440 to DM9650. Mannes- 
maitn was the day's single 
weak feature among leaders, 
dipping DM5 to DM165. 

AMSTERDAM swept 
higher with four market 
heavyweights - Philips, 
Aegon, Ahold and Heineken 


Franca Telecom 

Stew pda and We* (reined) 



France Tetacom 


Meats rmnpnpy Catnpnfrin 

fell Pta85 or 2 per cant to 
Fta3£Z& Investors were con- 
cerned over profits of the 
company's. Russian subsid- 
iary in the wake of the sharp 

declin e in th e rouble. 

STOCKHOLM jumped an 
the raOy fn Ericsson and the 
general index rose 12329 to 
350758. Rricssoc, Which has 
dose business ties with 
China, rose SKrZ&5 or 8 per 
cent to SKi2X3 as worries 


The Russian rouble’s 
problems have reverberated 
throughout central Europe 
for most of this year, creat- 
ing volatile trading condi- 
tions even , in the so-called 
“safe haven" stock markets 
of Poland and Hungary. 

- Polish equities rallied 
strongly yesterday, rising 4 
per cm t to 1453&4 on the 
benchmark Wig index, but 

they remain well short of the 
18562.7 peak notched up by 
Warsaw's market In March. 

Mafa ff i ra szerorek. an ana- 
lyst at ING Barings in War- 
saw, says that foreign, inves- 
tors are to recognise 

that Poland’s 6 per cent 
growth rate end foil tag infla- 
tion and unemployment put 
the country into a separate 
investment category. 

Mr Szcznrek argues that 
Poland is slowly shedding its 
image as an emerging mar- 
ket, thanks largely to the 
doty's strength. “We can 
expect G7 Investment funds 
to come into Poland soon.” 

Poland’s decoupling from 
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over Chinese devaluation Russia in western Investors’ 


adfKng FI1 to FI 59.10 and 

FI 1.10 to FI 65.60. 

ZURICH was boasted by 
gains in judex he avyw eights 
Roche and Novartis and the 
SMI index added 196.70 or 25 
per cent to 753620 
Roche gained SFr510 or 32 
per cent to SF1T6575 after 
reporting a 3 per cent rise in 
net profits in the first semes- 
ter. Comments by the 
group's finance chief 
sparked speculation that the 
company was seeking an 
acquisition target 
Novartis gained SFr54 to 
SFriJ.454 as drugs stocks in 
the region rallied. CIba fell 
SFr4 to SFH6425 lost ground 
after reporting a net loss 
after acquisition charges in 
the first semester. 

Financials gained ground 
with UBS up SFrl2 to 
SFr586, Zurich added SFr54 
to SFrl,099 and Swiss Re up 
SFrl21 to SFr35Q2. 

MEAN saw support from . 


— racking gains in gycpyc of a rally in Olivetti, and the 
5 per cent The AEX index MIbtel index closed up 503 or 


finished 3.7 per cent or 4157 
higher at 1,18491. 

Steady buying throughout 
the afternoon session sent 
Philips up F1&.40 to FI 164 
and lifted retailer Ahold 
FI 3.70 to FI 6250. Financial 
leader Aegon added FI 920 at 
FI 186.20 and Heineken 
gained FI 4.60 to FI 9550. 

Among smaller caps, office 
goods group Ahrend rose 
FI 1.30 to FI 5450 on an 
upbeat half-time trading 
statement 

Pakhoed and Stork also 
responded positively to 
strong interim figures, 


2.1 per cent to 24,158. lhe 
strengthening of the yen and 
an early rally on Wall Street 
also helped shares. 

Olivetti rose L291 or 7.4 
per cent to L4230- Traders 
said investors were buying 
as Mannesman!!, Olivetti’s 
telecoms joint venture part- 
ner, was holding a confer- 
ence ca li- 

Blue-chip industrials were 
higher with Benetton up 
L168 to 15558, Fiat L211 to 
L7.103 and ENT L230 to 
L20.69L Banca Nazianale del 
Lavoro rose LI, 991 to L58592 
after detailing its share con- 


Sa.0 Paulo falls sharply Johannesburg gains at last 


SAD PAULO lost ground on 
nervousness over Russia and 
the Bo vespa Index fell 155 or 
15 per cent to 8,454 in spite 
of an early rally on Wall 
Street and gains in Europe. 

Fears that the rouble's 
plunge would trigger a 
sell-off in the Brazilian real 
depressed sentiment 

Toiebrfis fell R$L7Q or 15 
per cent to R$109 while 


Petrobr&s lost R$S or 1.6 per 
cent to R$190.50 l 

BUENOS AIRES was hit 
by weakness in Brazil and 
the Merval index slipped 
12.69 or 2.62 per cent to 
47054 

Blue chips were sold off 
with Telefonica down 0.18 
pesos to 2.96 pesos while 
steel group Siderca lost 0.07 
pesos to L49 pesos. 


SOUTH AFRICA 


South African stocks gained 
ground for the first time in 
10 trading days, and the all 
share Index gained 965 or L6 
per cent to 6273.40. 

The gold index rose 25 per 
cent in spite of a lacklustre 
bullion price. Barplats 
Investments rose 9 cents or 


20 per cent to 54 cents as the 
platinum maker started dis- 
cussions over its ownership 
structure. 

Industrials rose 15 per 
rent while pirn^ 

L9 per cent Saflife rose 24 
cents to 217 cents an its 
negotiations with Global 
Capital to acquire Securities 
Investment Bank. 


US gains and firm yen lift Tokyo 


ASIA PACIFIC 


Shares in TOKYO rallied, 
shaking off concerns about 
the Russian devaluation and 
riding np on Wall Street's 
overnight gains, writes 
Alexandra Harney in Tokyo. 

The market was also 
underpinned by a steadier 
yen, and the Nikkei 225 
Average clawed back above 
the psychologically impor- 
tant 15,000 mark, finishing 
up 15 per cent or 269.13 at 
15568.79. The day's trading 
range was 14,846.75 to 
15,1025. 

Volume was moderate 
with 324m shares traded. 
Advances exceeded declines 
by 858 to 275. Investors 
mostly kept their focus on 
financial sector stocks as 
political debate aver a plan 
to rescue felled banks con- 
tinued In parliament 

Long-Term Credit Bank of 
Japan led the market in vol- 
ume, gaining Y8 to close st 
Y44. The Bank of Tokyo-' 
Mitsubishi im p roved Y37 to 
Y1453 and Fuji Bank was up 
'A to Y438. Sumitomo Trust, 
which is in negotiations with. 
LTCB over a possible 
merger, gained Y4 to Y423. 

Elsewhere, Sony improved 
Y890 to Yll,550. Toyota 
Motor cHmbed YBO to Y32TO 
and Hitachi was up Y10 to 
Y 800. Nissan Motor, how- 
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ever, slipped Y1 to Y469 in 
heavy trading. The Topix 
index of all first-section 
shares rose . 1469 to 1,166.72. 
In Osaka, the OSE index 
ended 261 higher at 16234 

HONG KONG made a 
quiet return to business 
after the loug weekend. The 
Hung KAng inHia ended off 
13.77 at 721052 on turnover 
of HK$62bn, down from 
HK$8.6bn on Friday when 
the government intervened 
in support pf the market 
The Monetary Authority yes- 
terday declined to comment 
on whether it had again 
intervened. 

Selected blue chips 
improved, but brokers said 
sentiment had stayed fragile. 
HSBC gained 89 cents to 


HK$156 and Cheung Kong 
put on 10 cents to HK332.10. 
China stocks stayed weak. 
The rad-chip index lost &1 
per cent and H shares came 
off 6.4 per cent, 

SINGAPORE tracked the 
currency markets, where 
weakness for the local dollar 
sparked steady selling. 

Singapore Land fell 22 
cents to S$220 while Cycle & 
Carriage crashed 56 cents or 
15 per cent to S$3.14 Keppel 
Corp shed 8 cents at S$L7B 
ahead of results due later 
this week. The Straits Times 
Industrials index finished 
1757 or 15 per cent lower at 
927.62. 

SEOUL closed sharply 
down led by a sell-off in 
banking shares, and . the 
Kospi index fell 10.47 or 35 
par cent to 291.15. 

Shares reacted negatively 
to news coming out of Rus- 
sia as the Seoul market had 
closed before Moscow made 
its announcement to effec- 
tively devalue the rouble. 
Jitters over bankruptcies, 
the North Korea situation 
and labour tensions later 

overtook sentiment. 

Banks were hammered by 
the suspension of financially 
troubled Hanshin Construc- 
tion by the stock exchange. 
The banking index lost 9 per 
cent with Kookmin Bank, 
the most active issue of the 


day, down Won4 00 to 
Won3,850 and Shfnhan Bank 
losing Wqd 280 to Won2580. 

JAKARTA closed down 
10.78 ctr 2.6 per cent at 40356 
as fears of a spate of bank- 
ruptcies shook investors. 

Fears that a large number 
of companies would be 
declared bankrupt following 
the implementation of the 
bankruptcy law prompted 
selling. Companies listed 
overseas woe sold on arbi- 
trage after the rupiah 
strengthened against the dol- 
lar. 

Lndosat fell Rp675 to 
KplO.775 while Telkom lost 
Rp200 to Kp3,125. 

Companies with large for- 
eign debts were sold off. 
Indafbod, the noodle maker, 
fell HplOO to Rp2,050 and 
Astra, the car group, fell 
Rp25 to Rp325. 

SYDNEY reversed most of 
Monday's setback with the 
All Ordinaries index rallying 
28.7 or 1.1 per cent to 25655 
In spite of a nervous day for 
the Australian dollar. 

Financials stayed in the 
thick of the action. AMP 
jumped 4.7 per cent or 99 
cents to AS2L99, but colo- 
nial, which announced an 
acquisition plus a rights 
issue on Monday, tumbled 14 
cents to. A$5.l0. Among 
resources, BHP added 5Q 
cents at AS 13 JO. 


receded. . 

Banks jumped S par cent 
with H&ndelsbanken up 
SKxSl to SKr373 and SE 
Bteksn sxrtK ♦« gi wai 

MOSCOW tumbled to a 
fresh low for the year with 
the RTS-IF index rinsing off 
9 par emit at 9958 for a 


version and stock split ahead BankenSKi25toS3 
of its public share offer. MOSCOW tumbl 
Alitalia added L254 to fresh low for the 3 
15,727 on expectations that the RTS-IF index cl 
it would be included in the 9 par cent at 99. 

Mib30 Index next month, two-day decline 0 
Hopes that a compromise cent in the wake 
would be reached between day's news of a devaluation 
the EC and Italian govern- of the rouble. Amid wide- 
ment over a . controversial spread rumours of imminent 
airport project also lifted the political changes, turnover 
shares. sta yed no minal at $n.7m. 

MADRID was helped by a ATHENS pushed ahead 
rally on Wall Street and toe strongly with a 523 
general index rose 1658 or rally fear file bankfa 
L9 per cent to 88487. leading the way. 'Ih 

Banks, which were hit by index aided up 10 
the recent round of selling per cent at 2, 84a04 
gained ground, with Banco ISTANBUL, whi 
Santander up Pta80 to bled 15 per coot last 
Pta3,830, BCH Pta55 to rouble-driven one 
Ptai.785 and Banco Bilbao also turned higher. 

VUacaya Pta65 to Pta2,635. index gained 6020 < 

Puleva, the mflk producer cent at 32S0-9L 

which announced an 8 per - — — 

cent rise in first-half profits. Written and «8bd I 
rose Pta870 or 72 per cent to Braun, EmBoo Taraa 
Pta5,500. Hal and Pate Oregon 


minds comes almost a 
decade after the country 
shook loose the Soviet politi- 
cal and economic chains, 
although there are times 
when the linkage reasserts 
itself. 

Indeed, the zloty's weaker 
moments have brought relief 


two-day decline of 14 per to Poland’s central bank, 
cent in the wake of Mon- which la worried that the 


currency's dramatic rise 
dn«> the beginning of the 
year will hit export pros- 
pects. To restrain the zloty, 
last month It cut its repo 
rate by 250 basis points to 19 


strongly with a 523 par cent per cent It also reduced the. 
rally fear file »« wiring sector crawling devaluation rate of 


leading the way. The general the zloty from 05 per cent a 
index aided up 108.69 or 4 month to 06 per cent 


ISTANBUL, which tum- 
bled 15 per cart last week on 
rouble-driven uncertainty, 
also turned higher. The 160 


Despite this, foreign inter- 
est in government paper has 
remained strong. Demand 
for lhn zlotys ($284m) worth 
of 52-week treasury bills 


faring gained 6020 or L0 per readied 61m zlotys at last 


cent at S2SQ5L. 


Written aad edited by Jeffrey 
Brawn, Brito Taramno, Pater 
Hal aad pate Grogan 


month’s auction, strong 
enough for yields on five- 
year treasury bonds to have 
fallen from 235 per cent in 
January to IS per coit 


Currency inflows reflect 
confidence by Investors in 
the government's tight fiscal 
policies. Also the economy’s 
strong fundamentals are 
encouraging direct Inward 
investment. Even the six- 
month current account fig- 
ures. earlier a cause for con- 
corn, are suggesting that the 
annual deficit could be u 
low as 35 per cent of GDP; 

Hubert Janiszewski. the 
head of HSBC In Warsaw, 
expects foreign investment 
to reach SlObn this year, 
which helps explain the / 
strength erf the zloty and the ' 
growth in the country's 
reserves from S2ibn to $25bn 
at the end of last month. 

The Warsaw market is 
capitalised at around $l5fcn, 

9 per cent up cm Its January 
levels. This Is barely a quar- 
ter of the value of a compet- 
ing European emerging mu> . 
ket like Greece. Relatively 
poor liquidity is one reason 
for this. The restraints that 
the Russian crisis hat 
imposed an the market have 
put a number of notations 
on hold. 

However, many brokers 
take a positive stance. 
Adjusted for inflation, whkh , 
could shrink to single fig- y 
ures by December, company 
profits this year may ha 
growing by about 9 per cent. 
This suggests that the 1998 
p/a is an undemanding 9.5 
times. 
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Industrivardens' Total Return Better than Index 
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• The increase in value of the portfolio of listed stocks was 25 percent during the first half 
of the year (General Index: 25 percent). Through August 14 the value of the portfolio had 
risen by 14 percent, compared with 16 percent for the General Index. 




• Net asset value was 5 EK 190 per share and CPN on June 30, 1998, and SEK 172 per share 
and CPN on August 14. 


• Industrivardens stock generated a total return of 31 percent for the first half of the year, 
compared with 28 percent for the Findata Total Return Index. Through August 14 the total 
return was 23 percent (18 percent for the Total Return Inde^O- 


# a 


Consolidated earnings after financial items totaled SEK 1,056 M ($26). Of this amount, capital 
gains on sales of stocks accounted for SEK 229 M (271). dividends from feted stocks for SEK 
789 M (426). and other Income items for SEK 38 M (129). 


Market Value of Usted Stodt- 
portfbOo and Hidden Reserve 


Net Asset Value Per Share 
and CPN 


Hfcfdan Reserve 
Book value 



M 95 96 97 6/30 8/14 
98 9& 


W 95 9* 97 fi/30 BhA 
98 98 
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Internet: www,rndustrfvardenjse E-mail: infoOindustrivarden^e 








